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Development can be defined ae the dynamic change 
of a s o c i e t y from one S t a t e of being to another. The 
g o a l s , values and s t r a t e g i e s of change may vary but there 
gener ic process through which agreement on goals i s reached 
and p l a n s , process and programmes are formulated and imple-
mented. In a way the developmental process involves deve-
lopmental s t r a t e g i e s and developmental administration to 
achieve the target l a i d down for development. 
, In th i s perspec t ive we have to examine the inpact 
of developmental s t r a t e g y of Uttar Pradesh. The present 
study e n t i t l e d , "Contribution of Publ ic Sector Undertakings 
in Uttar Pradesh to the Developmental Process", attempts 
to make a d e t a i l e d , comprehensive and systematic a n a l y s i s 
o f publ i c Sector Undertakings o f U.P. within the nat ional 
framework, with a view to make th i s s ec tor economically 
more v i a b l e . The b a s i c philosophy for s e t t i n g up these 
S t a t e Dnterprises was to bring about a r e s u l t or iented 
c o s t benef i t approach to the developmental a c t i v i t i e s , 
acce l era te growth in d i f f e r e n t sec tors of the economy 
through spec ia l i zed agencies and f i n a l l y to ease the burden 
on S t a t e f inanc ia l resources through use of I n s t i t u t i o n a l 
f inance. S e t t i n g up of these numerous ^ i terpr l ses reveals 
the Government's d e s i r e and in tent ion to bring about a 
rapid a l l round growth of the S t a t e with i t s meagre resources, 
Uttar Pradesh covers an area about 8.9 per cent o f 
the to ta l geographical area of India . But s i n c e i t has 
the h ighest 16,5 per cent share in the t o t a l population of 
India/ the S t a t e occupies the f i r s t p l a c e in the country 
in terms o f populat ion. 
According to 1991 Census/ there were a to ta l o f 
448.61 l a c s worJonen in the s t a t e . Out of these* 413.42 
lacs were main wor)anen and 35.19 l a c s marginal workmen. 
Thus, the share of workmen in the t o t a l population was 
32.27 per c e n t . Agriculture I s the mainstay of the S t a t e ' s 
economy. According to 1991 Census, of the main to ta l 
workmen/ 72 .1 per cent were a g r i c u l t u r a l workmen, and the 
contribution of 44.5 per cent Increase from fann and animal 
husbandry s e c t o r to to ta l S t a t e income in 1990-91 a t 
1980-81 fixed p r i c e s was the h ighes t . In th i s background, 
a l l p o s s i b l e e f f o r t s are being made by the State Govern-
ment for the a l l round development o f the S t a t e ' s a g r i c u l -
tural s e c t o r . 
Besides these s e c t o r s , new indus tr i e s are a l so 
coming up and developing in the S t a t e . For an idea of the 
to ta l progress in the indus tr ia l s e c t o r , the indus tr ia l 
production index i s an appropriate yardst ick . The indus-
t r i a l production index (1970-71 « 100) in the S t a t e was 
276.6 in 1984-85. This went up to 421.2 during the Seventh 
Five Year Plan period (1985-90) r e g i s t e r i n g an increase of 
52.3 per cent . In the next year, with an increase of 5 .9 
per cent , i t rose to 445 .9 . This g ives an indicat ion of 
the expansion and progress in the s t a t e ' s i n d u s t r i a l s e c t o r . 
The ra te of i n d u s t r i a l growth in the S t a t e , which 
was 2.3 per cent in the f i r s t Five Year Plan, touched the 
l e v e l of 12.5 per cent in the Seventh Plan. Up to March 
1992, as many as 2.80 lakh small uni t s with an investment 
of over 8s. 1670 c r o r e s , had been s e t up in the S t a t e , 
providing employment to 17.11 lakh persons. T i l l then, 
1125 medium and heavy industr ies had a l s o been s e t up 
in the S t a t e with an investment of Rs. 9287 crores which 
provided enrployment to 4.66 lakh persons. ODnsequently* 
the rate of i n d u s t r i a l growth went up from 2,3 per c^i t 
to 12.5 per cent , s imultaneously , while the a hare of 
incxMne from a g r i c u l t u r e and a l l i e d s e c t o r to gross i n t e r -
nal product came down from 60.2 per cent In 1970-71 to 
38.3 per cent in 1986-87, the contribution of income from 
industry and a l l i e d s e c t o r njse from 14.4 per cent to 
22.1 per cent . 
As a r e s u l t of i t the per capita income in the 
State as per 1989-90 es t imates i s Rs. 3,072 as aga ins t the 
nat ional per capita income of Rs. 4 ,252. As y e t the c r e d i t 
depos i t ra t io of commercial banks in the S ta te i s 46 .2 per 
cent against the nat ional average of 63.5 per cent . This 
ind icates that there i s need to increase the contr ibut ion 
of inaus tr ia l i za t i cx i in the S t a t e ' s economic development. 
Special a t t ent ion tes been paid by the Government towards 
i n d u s t r i a l i z a t i o n for strengthening the S t a t e ' s economy 
and irt^jroving the l e v e l of i t s development. The Eighth 
Five Year Plan of U.P. (1992-97) has not made a separate 
mention of the i n d u s t r i e s as publ ic and p r i v a t e s e c t o r 
ventures. 
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OBJECTIVES OF THE STUDYt 
So far 38 the developmental a c t i v i t i e s are concerned 
in many cases the same a c t i v i t i e s are undertaktti by publ ic* 
pr iva te and Ob-operative s e c t o r . Uttar Pradesh S t a t e 
Publ ic Sector i s an example of the same, vrhile e s t a b l i -
shing new enterpr i ses the Government takes i n t o account 
the question of balanced regional development, in order to 
reduce regional d i s p a r i t i e s . 
In India and Uttar Pradesh a l so where before the 
wave of l i b e r a l i z a t i o n the publ ic enterpr i ses were playing 
a cruc ia l ro l e in various segment of the economy, the need 
to have a c l e a r understanding of the e f f e c t i v e and e f f i -
c i e n t functioning of them a t the micro and macro l e v e l 
requires ser ious a t t e n t i o n . The present work i s a study 
of the contr ibut ion o f publ ic s ec tor undertakings in 
Uttar Pradesh to the developmental p r o c e s s , as we l l as 
the inpact of the New Economic P o l i c y on t h e i r present 
and future. 
METHODOLOGY; 
In order to conduct the present atudy fo l lowing 
etepe were taken t 
1) Primary data was co l l ec ted by conducting a 
survey a t Bureau of publ ic Enterprises o f 
Uttar Pradesh a t Jawahar Bhavan, Lucknow. 
2) Secondary data related to the topic was 
c o l l e c t e d from the d i f f eren t o r g a n i z a t i o n ' s 
published and unpublished reports . 
3) F i n a l l y , the data was c l a s s i f i e d , tabulated/ 
analysed and ed i ted . 
SCHaiE OF CHAPTERI2ATION; 
The e n t i r e study has been divided i n t o f i v e chapters . 
The f i r s t chapter "Public Sector in India"/ dea l s 
with the general idea o f Public Sector , i t s genes i s in 
India and the main organizat ional patterns as they operate 
in the country. I t a l s o examines in br ie f the d e f i c i e n c i e s 
of Public Sec tor , as we l l as the New Industr ia l P o l i c y - the 
l o g i c a l r e s u l t of these d e f i c i e n c i e s . 
The ana lys i s o f growth of the publ ic s e c t o r in 
India in genera l , reveals that in the l a s t few years a 
huge investment has been made in publ ic enterpr i ses and a 
large number of cap i ta l goods Industr ies have been e s t a -
b l i shed . The growth of the capi ta l goods indus tr i e s I s 
Important in the sense that they work as growth centres 
around which further development takes p l a c e . The purpose 
of e s t a b l i s h i n g these i n d u s t r i a l projec t s was to check the 
concentration of economic power, to make a thrustful move 
towards rapid and d i v e r s i f i e d indus tr ia l development to 
take the country towards s e l f - s u f f i c i e n c y in the indus tr ia l 
production and create surplus earnings for the further 
balanced regional development. But there cannot be two 
opinions about the f a c t that t h e i r performance has not been 
upto the mark. Gross domestic product (GDp) growth rate 
decl ined in 1990-91 alongwith "a s teep dec l ine" in the 
publ ic s e c t o r sav ings , whi le the household and p r i v a t e 
corporate s e c t o r savings went up. So far as the ach leve -
moit of socio-economic o b j e c t i v e s of progress ive reduction 
of s o c i a l and economic d i s p a r i t i e s i s concerned the publ ic 
s e c t o r has not been able to make much of a dent in the 
problems of poverty , unemployment, i l l i t e r a c y and mal-
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n u t r i t i o n . The New Indus tr ia l P o l i c y Statement admits 
frankly that , "many of the publ i c s e c t o r enterpr i ses have 
become a burden to the Government. Far from being an ^ig ine 
o f growth, the publ ic s e c t o r has become a drag on deve lop-
ment in two ways. F i r s t l y , i t begins imposing an increas ing 
burden on the budget for i t s investment needs , primari ly 
because of i t s f a i l u r e to generate adequate resources of i t s 
own. Secondly/ due to o v e r a l l i n e f f i c i e n c y , the b a s i c inputs 
that publ ic s ec tor en terpr i se s produce, for exanple, s t e e l s , 
coal and power, have had to be priced high, thus e s c a l a t i n g 
coat of production a l l along the l i n e . " I t i s c r i t i c i s e d 
that the publ ic s e c t o r i s overs ta f f ed , overfed and pampered 
beyond b e l i e f . I t has been a major cause of the d e f i c i t s 
of Government both a t the centre and a t the S t a t e l e v e l . 
The Second chapter "Performance Evaluation o f Public 
Sector and New Economic Po l i cy" , dea ls with the performance 
of Public Sector in d e t a i l , the main features of the New 
Economic Po l i cy and what i s the irr^jact of th i s p o l i c y on 
the Public Sector . The recent changes introduced in the 
country both a t the nat ional and s t a t e l e v e l have placed a 
question mark on the future of t h i s Sector . 
No doubt l i b e r a l i z a t i o n la expected to bring a new 
wave of econoodc s trength to the country, but i t has a l s o 
I t s pa ins . We are now tal]|j.ng l e s s of the economic 
miracles of Japan, Korea, Thailand, Taiwan and other coun-
t r i e s to which India has been looking with a degree of 
envy and awe. In ra i s ing foreign cap i ta l and put t ing i t 
to good use , India d e s p i t e the many weaknesses o f i n f r a -
s truc ture , told the world that i t has the a b i l i t y to be 
a t l e a s t as good as many o t h e r s . But India got l o s t in 
finding out how t h i s resurgence could merge with the hard 
r e a l i t i e s of l i f e in the country. The admiration for 
l i b e r a l i z a t i o n i s so widespread in certa in s t ra ta that th i s 
country almost forgot that i t was so poor that whatever 
happened i t would take years before the poorest could be 
reached. We f ee l prouad a t the s i g h t of foreign indus-
t r i a l i s t s coming to find ways of inves t ing in Ind ia , But 
forget that l i f e g e t t i n g tersher for the poor, jobs are 
not there for a l l . And whatever i s l e f t for them i s in 
fac t shrinking because subs id ie s were ge t t ing reduced. 
The pr ices of rationed items and wheat are r i s ing and so 
a l s o sugar, buying c lo thes i s ge t t ing d i f f i c u l t , and 
medicines are ge t t ing c o s t l i e r . The foreign inves tors can 
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not relieve the d i f f i c u l t i e s of the poor, they have their 
own objective to capture the Indian market In a l l respect 
through l ibera l i zat ion . I t may be a planning for the 
glorious future* but poverty has to be tackled now. There-
fore, i t i s necessary to give the New Economic Policy a 
human face. 
The Third chapter "An Overview of Public Sector 
Undertakings in uttar Pradesh", covers a l l the Public 
Sector undertakings in the s tate In general. I t provides 
a brief picture of these undertakings, c lass i f i ed into 
eight groups and examines their structure, capital and 
emplo]^ent by them to the people. 
The public enterprises in Uttar Pradesh too 
occupied a place of pride during the recent past , with 
their prol i feration at a rate which i s unique and unprece-
dented in the economic history of the State . I t has aet 
the pace of economic development in the right direction. 
These s ta te sitexpriaes are mainly functioning in the area 
of developmental and promotional a c t i v i t i e s unlike the 
Central Public Sector units which are predominantly manu-
facturing and trading in nature. 
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The public sector in uttar Pradesh has served 
effect ively* particularly in the field of service sector 
and construction sector. I t plays an inportant role in 
providing fresh Job opportunities for both ski l led and 
unskilled labourers. Further, by putting an additional 
investment in the backward areas to bring them at par with 
the developed ones; public undertakings represent a land-
mark In the transfonnatlon of a predominantly rural s ta te 
into an industrial one. Though the financial audit may 
rate them low but from social audit point of view they are 
the need of the day, particularly, to achieve some speci -
f i c objectives in certain direct ions. Under the changed 
situations the State Govemmeit has taken major steps in 
policy orientat ions , new incentives and creating new 
industrial climate. Consequently the number of public 
sector enterprises in the s ta te has decreased continuous-
ly . Presently the f i f t y Corporations are working under 
the Uttar Pradesh Government. 
The Fourth chapter i s "Uttar Pradesh public Sector 
Undertakings as a Means of Development**, on the basis of 
available s t a t i s t i c a l data, i t i s an atteirpt of detailed 
analysis of some selected Public Sector undertakings in 
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order to evaluate the ir Impact on developmental a c t i v i t i e s 
in the s t a t e . 
A proper ana lys i s of the publ i c s e c t o r in order to 
find out the oerformance o f the present f i f t y enterpr i ses 
taking in to cons iderat ion , the data from 1988-89 to 1991-92, 
J u s t i f i e s a s h i f t in the economic p o l i c y of the S ta te . 
Although there i s a strong rhetor ic in favour o f 
p r i v a t i z a t i o n , but in r e a l i t y i t i s becoming increas ing ly 
d i f f i c u l t to push through a l l proposals of p r i v a t i z a t i o n . 
The Government had to withdraw both the proposals of 
Scooters India and the Uttar Pradesh S t a t e Cement Oorpora-
t lon to be handed over to the pr iva te s e c t o r in view o f 
the strong r e s i s t a n c e by the Trade Unions. Later on, the 
present Uttar Pradesh Gbvemment had decided to handover 
the 5 s i c k uni t s of the S ta te e n t e r p r i s e s , najnely, U.P. 
S ta te Sugar Corporation Limited, U.P. T e x t i l e Cbrporation, 
U.P. Agro Industr ie s Corporation, U.P. Pood & E s s e i t i a l 
Gbmmodities Cbrporation and U.P. Cement corporation to the 
pr iva te s e c t o r , but had to assure that the eit^loyees o f 
these Corporations w i l l not be overthrown, they might be 
transferred from e a r l i e r to o ther goverment departments. 
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In short on the basis of detailed analysis i t can 
be concluded that the 8ocio-ecx)nomic and po l i t i ca l develop-
ment of the State s t i l l needs public sector although in 
some selected f ields for achieving speci f ic objectives and 
not in an unplanned way as i t has developed in the past . 
In spi te of wave of l iberal izat ion they have a place in 
the economy of the State and the country, as wel l . 
The f i f th chapter, "Conclusion", i s based on 
Observations and Suggestions. 
I t i s generally believed that public sector i s credited 
with the soc ia l welfare function. As against i t , the private 
sector has the image of exploi tat ive e f f i c i e i cy . The two 
sectors , therefore, by their very nature suffer from d i f f e -
rent kinds of weaknesses. The private sector needs to be 
made more humane and the public sector which i s humane has 
to be made more e f f i c i ent . The public sector s t i l l has i t s 
u t i l i t y in the country - but one thing i s clear that i t can 
no longer be treated as a "holy cow." Though deprived of 
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i t s dominant ro le / i t has s t i l l to play an important role 
both a t the Central as well as a t the S ta te leve l / i f the 
economic development has to have a human face. Hence/ 
revanping of the system and stream l in ing of i t s functioning 
needs serious a t t en t ion . 
I have ventured to suggest some reforms for the 
same/ namely/ d i s t r ibu t ion of more that 20% of the Govern-
ment's share-holdings in some of the publ ic sector i n s t i t u -
tion between genf^ral public and the workers, referr ing 
chronical ly s ick public sector uni t s to the Board of Finan-
cing and Indus t r i a l Reconstruction/ as also envisaged by the 
New Indus t r i a l Policy/ the necess i ty of a national pricing 
pol icy of the public sector enterpr ises with the twin objec-
t ives of higher prices in case of industry producing goods -
no p r o f i t consideration in case of puol ic u t i l i t i e s and 
s e r v i c e / an e f f i c i en t management board equipped with su i -
table personnel/ necessary changes in the method of selection 
of the top-executives in the undertakings/ careful planning 
of material and financial managerment/ proper assessment of 
labour requiremaits , select ion of the s i t e of projects 
r e la t ing to the demand analysis of the finished products/ 
continuous appraisal of the market trends and the tactful 
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handling of i ndus t r i a l re la t ions e t c . , which I am sure* 
wil l be helpful in the attainment of the desired object ives. 
Now to sum ur>, v;ith a minimum government presence 
leading to emergence of autonomous leadership, be t t e r 
management of resources and increase in productivi ty and 
emergence of a new, dynamic j o i n t sector can real ly change 
the face of the publ ic sec tor in the country. 
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I N T R O D U C T I O N 
I ^ N T R O D U C T I . O N 
Development can be defined as the dynamic change of 
a s o c i e t y from one s t a t e of being to another. The g o a l s , 
values and s t r a t e g i e s of change may vary but there are generic 
processes through which agreement on goals Is reached and 
planS/ process and programmes are formulated and Inplem&ited. 
In a way the development process involves developmental s t r a -
teg ies and developm&it administration to achieve the target 
la id down for development. 
In t h i s p e r s p e c t i v e we have to examine the Impact of 
developmental s t r a t e g y of U.p. before we discuss I t s s ec tora l 
development by examining the ro le of publ ic s ec tor In I t . 
Let us f i r s t go through the economy of U.P. and the 
developmental s t r a t e g y adopted to boost I t up during the 
recent p a s t . 
Uttar Pradesh covers an area of 2/94,416 Sq.Kms. 
This c o n s t i t u t e s about 8.9 per cent of the to ta l geographical 
area of India . From the i>oint of view of area, i t occupies 
the fourth p o s i t i o n in the country a f t e r Madhya Pradesh, 
Rajasthan and Maharashtra. But s i n c e i t has the highest 
• > 
16,5 per cent share In the to ta l population of India, the 
S t a t e occupies , the f i r s t p lace in the country In terms of 
population. According to 1981 Census, the total population 
of the S ta te was 11.09 crores which rose to 13.87 crores in 
1991 reg i s ter ing an increase o f 25.10 per cent . Osnsequently/ 
the per square ki lometre dens i ty of population a l so Increased 
from 377 in 1981 to 471 in 1991. 
According to 1991 Census out of the S t a t e ' s to ta l 
populat ion, 7.37 crores (53 ,2 per cent) were uale and 6,50 
crores (46 ,8 per cent) female. Accordingly, the male-female 
r a t i o stood a t 882 females per thousand of males. Out of 
the to ta l population of the S t a t e 11.14 crores (80 .1 per cent) 
persons were rural and 2.73 crores (19.9 per c e i t ) were urban. 
According to 1991 Census, there were a tota l of 448,61 
lakh workmen in the S t a t e . Out of these , 413,42 lakhs were 
main workmen and 35.19 lakhs marginal workmen. Thus the share 
of workmen in to ta l population was 32.27 per cent . Agriculture 
i s the mainstay of the s t a t e ' s eccMiomy, According to 1991 
Census, o f the main t o t a l workmen, 72.1 oer c&nt were a g r i c u l -
tural workmen; and the contribution of 44.5 per cent increase 
from farm and animal husbandry s ec tor to t o t a l S t a t e income 
in 1990-91 a t 1980-81 fixed pr i ces was the highest . In th i s 
back ground, a l l poss ib le e f for t s are being made by the 
s t a t e Government for the al l - round development of the S t a t e ' s 
ag r icu l tu ra l sec to r . The government i s giving more and more 
emphasis on a g r i c u l t u r a l development. The to t a l i r r iga ted 
a re of the S t a t e a lso increased from 127.31 lakh hectares to 
143.75 lakh hectares during the period (1985-90), recording 
an increase of 12.9 per cen t . 
The use of chemical f e r t i l i z e r s , improved seeds , p e s t i -
cides and insec t i c ides has increased, in view of the prepon-
derance of small and narg ina l ag r icu l tu ra l holdings in the 
S t a t e , e f fec t ive steps were taken by the S ta te Governm^it to 
maximize agr icu tura l product ion. These s teps include d i s t r i -
bution of mini -k i t s of seed, f e r t i l i z e r s and pes t i c ides and 
supply of farro inputs a t subsidized rates to resourceless 
and economically weaker farmers, arrangement of cheaper 
cooperative c red i t and coiiiniunity i r r i ga t ion sources . Besides, 
Special Poodgrains Production Programme and programmes l i k e 
Technology Mission on pulses and Technology Mission on o i l -
seeds are a lso being implemented in the S ta te . These ef for t s 
have shown encouraging r e s u l t s and barring ce r ta in e x t r a -
ordinary bad years , inc rease i s d i scern ib le in the t o t a l 
production and average yield of almost a l l the a g r i c u l t u r a l 
i tems. 
With the development of economy the power coneumptlon 
a l so i n c r e a s e s . The power generation in the S t a t e s ec tor 
in the S t a t e went up from 1133 crore un i t s to 1886 croree 
units during in 1985-90 with an increase of 66,5 per cent . 
With a further increase of 4,4 per cent* i t rose to 1969 
crore un i t s in 1990-91. s i m i l a r l y , power consumption a l s o 
went up during t h i s period from 1074 crore uni t s to 1808 
crore u n i t s r e g i s t e r i n g an increase of 68 ,3 per cent . I t 
further rose by 7 ,4 per cent and went up to 1942 crore uni t s 
in 1990-91. Accordingly, per capita power consumption in the 
s t a t e increased from 109 units in 1984-85 to 159 uni ts in 
1989-90 and about 168 uni ts in 1990-91. However, this i s s t i l l 
86 un i t s l e s s than the national average. 
The S t a t e i s keen to develop i n d u s t r i e s . During the 
VII Five Year Plan an amount of Rs. 658,77 crores was spent 
on programmes connected with developmeit o f Industr ies against 
an out lay o f fc, 595,13 crores fixed for them. An amount o f 
te. 130,63 crores was spent under this head during 1990-91 
which i s about 0 ,9 per c©it l e s s tten the average annual expen-
di ture in the Seventh Plan. 
Sugar, cement, Vanaspati and cotton t e x t i l e are the 
S t a t e ' s t r a d i t i o n a l and inportant i n d u s t r i e s . S t a t i s t i c s 
regarding production In these indus t r ies a re shown in the 
tab le below : 
TABLE No. 1.1 
Year 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
SOURCE: 
P r o d u c t i o n i n T r a d i t i o n a l . I n d u s t r i e s 
U t t a r Pradesh 
iProduc t ion ('OOO 
« 5 
}sugar 1 Cement 
17,36 
1554 
?104 
2606 
26 84 
25 12 
3050 
U t t a r 
948 
1146 
1049 
1165 
1101 
965 
757 
Tonnes) 
IVanaspat i 
137 
145 
154 
153 
156 
165 
148 
Pradesh Annual - 1990 
ft Cotton 
* T e x t i l e 
KLakh Mtr) 
1953 
2008 
1845 
1642 
1566 
1102 
1048 
- 9 1 , 1991-92 
i n 
f 
!# 
Obtton 
Yam 
('OOO Tonnes) 
132 
125 
128 
129 
128 
116 
127 
Informat ion 
and publ ic Relation Department* Ut ta r Pradesh, Lucknow, 
p .95 . 
The s t a t i s t i c s in the above table show tha t the sugar 
production continues fluctuated during the Seventh Plan per iod, 
the 25.12 lakh tonnes of sugar produced in 1989-90 was 6,4 
per cent less than in the preceding year. In 1990-91, 30.50 
lakh tonnes of sugar produced was 21,4 per cent nrore than in 
the preceding year anci 13.6 per cent no re t ten the record 
production achieved in 1988-89. Cement production showed 
dec l ine a f te r 1987-88 and 7.57 lakh tonnes of ceiient produced 
in 1990-91 was 21.6 per cent l e ss than in the preceding year 
and 35.0 per cent less than the production level achieved 
in 1987-88. in a l l 1,48,000 tonnes of Vanaspati was produced 
in 1990-91 which was 10,3 pe r cent less than in the preceding 
year, Cbtton t e x t i l e s production s ta r ted to decl ine from 
1985-86 and showing constant decline* i t s production came down 
to 11.02 crores/metres in 1989-90 and 10.48 crore metres in 
1990-91. Cbtton t e x t i l e produced in 1990-91 was 4.9 per cent 
less than in the_preceding year and 47.8 per cent l e ss than 
the leve l achieved in 1985-86. Production of ootton yam 
continued to show a mixed trend. Cbtton yam weighing 127000 
tonnes produced in 1990-91 was 9.5 per cent more than in the 
preceding year. 
Besides these t r a d i t i o n a l i ndus t r i e s , new indus t r i e s 
a r e also coming up and developing in the s t a t e . For an idea 
of the t o t a l progress in the i ndus t r i a l sector* the i n d u s t r i a l 
production index i s an appropr ia te yardst ick. The i n d u s t r i a l 
production index (1970-71 « 100) in the S ta te was 276.6 in 
1984-85. This went up to 421.2 during the Seventh Five Yea|r 
Plan period (1985-90) r e g i s t e r i n g an increase of 52.3 per cent . 
In the next year* with an increase of 5,9 per cent , i t rose 
to 445,9. This g ives an ind icat ion of the expansion and pro-
gress in the S t a t e ' s indus tr ia l s e c t o r . 
About Rs, 113 crores are expected to be soent on deve-
lopment o f indus tr i e s in 1991-92, Of t h i s , an amount of 
Rs. 47,68 crores i s l i k e l y to be spent on development and 
expansion o f medium and small i n d u s t r i e s . I t i s estimated 
t t e t th i s w i l l r e s u l t in establishment of 30000 new units 
and provide employment to 1,50 lakh persons in the s t a t e . 
Bes ides , an amount o f Rs. 11.50 crores i s estimated to be 
spent on e l e c t r o n i c industry , Rs, 15,00 crores on sugar indus-
try and Rs, 0,75 crores on t e x t i l e industry, 
Uttar Pradesh occupies the fourth p lace among the 
s t a t e s o f the country in terms of area and f i r s t p o s i t i o n in 
terms of populat ion. Hence, to provide i t enployment i s o f 
utmost importance. The rate of indus tr ia l growth in the S t a t e , 
which was 2.3 per cent in the f i r s t Five Year Plan, touched the 
l eve l of 12,5 per cent in the Seve i th Plan, Up to March 1992, 
as many 2,80 lakh small uni t s with an investment of over 
Rs. 1670 crores , had been s e t up in the S t a t e , providing 
employment to 17.11 lakh persons. T i l l then, 1125 medium 
and heavy i n d u s t r i e s had a l s o been s e t up in the State with 
an investment o f Rs. 92^87 crores which provided emoloym^it 
to 4.66 lakh per sons . As a r e s u l t , the rate o f industr ia l 
growth went up from 2.3 per cent to 12.5 per cent . Simulta-
neously, whi le the share of income from agr i cu l ture and a l l i e d 
sector to gross in terna l product came down from 60.2 per cent 
in 1970-71 to 38.3 per c ^ t in 1986-87, the contribution o f 
income from industry and a l l i e d s e c t o r rose from 14.4 per cent 
to 22.1 per c e n t . 
As a r e s u l t of i t the per capita income in the State 
as per 1989-90 est imates i s Rs. 3,072 as a g a i n s t the nat ional 
per capita income of Rs. 4,25 2. As yet the c r e d i t depos i t 
rat io of commercial Banks in the s t a t e i s 46.2 per cent against 
the national average of 63.5 per cent . This ind ica te s that 
there i s need to increase the contribution of i n d u s t r i a l i z a t i o n 
in the S t a t e ' s economic development. Spec ia l a t t en t ion has 
been paid by the Govemmeit towards indus t r i a l i z a t i c m for 
strengthening the S t a t e ' s economy and improving the l e v e l of 
i t s development. 
n 
The Bight Five Year t>lan of Uttar Pradesh 1992-97 
has not macle a separate mention of the Industries as public 
and private sector ventures. 
At present there are 50 industrial units under public 
sector in U.P, The importance and need of public sector had 
been emphasized repeatedly by various authori t ies , at various 
forums. The Industrial Policy Resolution adopted assigned a 
key role for the public sector and reserved some core sectors 
for development only under public sector. There was important 
role of public enterprises In the economy of Uttar Pradesh. 
During the First Five Year Plan there was only one industry 
l . « . vTsJ^ x^xe Industry in the s t a t e . Later on, i t has increased 
continuously upto Seventh Five Year Plan. But now the s i tuation 
has be^i reversed and the role of public sector has decreased 
because most of the enterprises are running in l o s se s . 
The s ta te Enterprises are mainly functioning in the 
area of developmental and oromotional a c t i v i t i e s unlike the 
Ceitral Public Sector Enterprises which are predominantly 
manufacturing and trading in nature. Central Public Biter-
prises have been se t up mostly in accordance with the Industrial 
Policy Resolution of the Goverment of India. State Diterprises 
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are mostly either old unite being run by the Govemment 
departments or extentlon of departmental services . The 
State Biterprises have been set up In Uttar Pradesh : 
1) lb provide infrastructural f a c i l i t i e s in various 
sectors, l ike industries, agriculture, handicrafts, 
handlooms e t c . 
2) To manage the Public U t i l i t i e s system. 
3) To safeguard and expand employment opportunities 
and diversify the s ta te ' s production potential in 
terms of value added. 
4) To upli f t and help the eoonomically weaker sections 
i: 
of the society and minorities. -
The basic philosophy for sett ing up these State Biter-
prises was to bring about a result oriented cost benefit 
approach to the developmental a c t i v i t i e s , accelerate growth 
in different sectors of the economy through soeclalized agen-
cies and f inal ly to ease the burden on State's financial 
resources through use of inst i tut ional finance* Setting up 
of these numerous «iterprises reveals the State Govemm^it's 
des ire and intuition to bring about a rapid a l l round growth 
of the State with i t s meagre resources. The present study is 
IT 
an attempt to eva luate , how far the S ta te Government has 
been ab le to achieve this o b j e c t i v e , p a r t i c u l a r l y with the 
hdlp of the publ ic s ec tor e n t e r p r i s e s . 
OBJECTIVE OF THE STUDYt 
In many cases the same a c t i v i t i e s are undertaken by 
p u b l i c , p r i v a t e and Ob-operative s e c t o r . Uttar Pradeeh publ ic 
Sector i s an example of the same. While e s tab l i sh ing new 
enterpr ises the Government takes i n t o account the question 
of balanced regional development. I . e . establishment of 
d i f f e r e n t types of fac tor ie s in d i f f e r e n t Indian Units In 
order to reduce regional d i s p a r i t i e s . 
In India and U.p. a l s o where the publ i c enterprises 
were p laying a cruc ia l ro le in various segments of the economy, 
the need to have a c l e a r understanding of the functioning of 
Public B i terpr i ses a t the micro and macro l e v e l requires 
ser ious a t t e n t i o n . The present work i s a study of the c o n t r i -
bution o f Publ ic Sector undertakings in U.P. to the develop-
mental proces s . 
The o b j e c t i v e s of the study ares 
(1) to study the Publ ic Sector Enterprises - an 
overview. 
(2) to study the growth and development of Public 
Sector Enterpri8e3 in Uttar Pradesh, 
(3) to examine the impact of new economic P o l i c y 
of Publ ic Sector . 
(4) to evaluate the f inancia l performance of Public 
Sector Undertakings of Uttar Pradesh. 
(5) to conclude the study and present the construc-
t i v e suggest ions in order to In^rove the func-
tioning of Public Sector of Uttar Pradesh. 
METHODOLOGY: 
taken : 
To conduct the present study following s t eps were 
1) Primary data was co l l ec ted h^ conducting a 
survey a t Bureau of Public Enterprises of Uttar 
Pradesh a t Jawahar Bhavan^ Lucknow. 
2) Secondary data related to the top ic was c o l l e c -
ted from the d i f f e r e n t organ iza t ion ' s published 
and unpublished reports . 
3) Finally* the data was c l a s s i f i e d , tabulated, 
analysed and ed i ted . 
13 
LIMITATIONS OF THE STUDY; 
The l i m i t a t i o n s un(3er which the study wae conducted 
were as fo l lows t 
The f i r s t l i m i t a t i o n was the cost cons iderat ion , 
no scho larsh ip and any f inancial support was given by the 
Univers i ty for conducting the survey and c o l l e c t i o n of 
mater ia l . Further, researcher faced many problems in ge t t ing 
quant i ta t ive and q u a l i t a t i v e data and information from the 
units under s tudy. The o f f i c i a l s and other respondents were 
hes i tant in responding to quest ions . But once the i n i t i a l 
suspicion and i n t e r a l i a were removed, o f f i c e r s a t the case 
s tudies un i t s proved to be helpful . However, the above men-
tioned l i m i t a t i o n s had hardly any s i g n i f i c a n t e f f e c t on the 
qua l i ty of the present study, 
SCHg^ lE OF CH\PTERI2ATI0N: 
The e n t i r e study has be^i divided i n t o f i v e chapters: 
The f i r s t chapter ••public Sector in India", deals with 
the general idea o f Publ ic Sector , i t s genes i s in India and 
the main organizat iona l patterns as they operate in the 
country. I t a l s o examines in br ie f the d e f i c i e n c i e s of publ ic 
! • ; 
Sector, as well as the New indus t r i a l Policy* the logical 
r e s u l t of these def ic ienc ies . 
The Secx>nc3 Chapter i s "Performance Evaluation of 
Public Sector and New Economic Policy"# which deals with 
the performance of Public Sector in genera l , the main features 
of New Economic Policy and what i s the impact of this Pol icy 
on the Public Sector . 
The Third Chapter "An Overview of Public Sector 
Undertakings in u t t a r Pradesh", covers a l l the Public Sector 
Undertakings in the s t a t e in genera l . I t provides a br ie f 
p i c tu r e of these undertakings, c l a s s i f i ed into eight groups 
and examines t h e i r s t r u c t u r e , cap i t a l and enployment provided 
by them to the people. 
The Fourth Chapter "Uttar Pradesh Public Sector 
Undertakings as a Means of Development". On the basis of 
ava i l ab le s t a t i s t i c a l da ta , i t i s an attempt of de ta i led 
analysis of some selected Public Sector Undertakings in order 
to evaluate t h e i r inrtpact on developmental a c t i v t i e s in the 
s t a t e . 
m 
The Fi f th Chapter "Cbnclusion and Suggestions", 
analyses the various sources of the capi ta l formation and 
i t s re la t ion with economic development. The study r e f l e c t s 
the d e f i c i e n c i e s of Publ ic Sec tor in the economic deve lop-
ment of Uttar Pradesh, I have ventured to suggest some 
reforms, namely* proper prel iminary planning, proper material 
and f inancia l management and the tac t fu l handling of indus -
t r i a l re la t ion e t c . , which i am sure , w i l l be helpful in the 
attainment of the desired o b j e c t i v e s . 
CHAPTER - I 
PUBLIC SECTOR IN INDIA 
giAPTiJR - I If , 
PUBLIC SECTOR IN INDIA 
S t a t e I n t e r v e n t i o n in t h e economic o r b u s i n e s s a c t i v i t i e s 
i s regaarded t h e s e d a y s an I n e s c a p a b l e p a r t of t h e o b l i g a t i o n s 
of p r e s e n t day gove rnmen t s t o r e d r e s s economic i m b a l a n c e s , 
t o s a f e g u a r d t h e I n t e r e s t s and w e l f a r e o f t h e community a s 
a who le , t o p l a n f o r an o v e r a l l p r o s p e r i t y and t o u n d e r t a k e 
and e x e c u t e schemes and p r o j e c t s v i t a l t o t h e n e e d s of t h e 
n a t i o n . 
Today, t h e s t a t e i s d i s c h a r g i n g t h e s e heavy r e s p o n s i b -
i l i t i e s t h r o u g h t h e p u b l i c e n t e r p r i s e s , w h i d i cove r a v a s t 
and v a r i e d r a n g e of i n d u s t r i a l and commerc ia l a c t i v i t i e s , such 
a s m i n i n g and m e t a l l u r g y , m a n u f a c t u r i n g of e l e c t r i c a l goods , 
mach ine t o o l s , c h e m i c a l s and f e r t i l i z e r s , b u i l d i n g of s h i p s , 
a i r c r a f t and l o c o m o t i v e s , p r o v i s i o n of a i r , s ea and road 
t r a n s p o r t i n d u s t r i a l f i n a n c i n g , b a n k i n g b u s i n e s s and u n d e r t a k i n g 
t h e b u s i n e s s of l i f e i n s u r a n c e and g e n e r a l I n s u r a n c e e t c . 
C o n s e q u e n t l y , p u b l i c e n t e r p r i s e s a r e c o n s i d e r e d t o 
be a c a t a l l a c t i c a g e n t f o r a t t a i n i n g t h e c h e r i s h e d g o a l of a 
w e l f a r e s t a t e . 
A v a r i e t y o f t e r m s have been u s e d f o r p u b l i c e n t e r p r i s e s , 
which l e a d s t o c o n f u s i o n . For i n s t a n c e , t h e y a r e s t a t e d a s ; 
" P u b l i c S e c t o r U n d e r t a k i n g s , s t a t e e n t e r p r i s e s . Government 
c o n c e r n s e t c . Accord ing t o t h e i r p o l i t i c a l and a d m i n i s t r a t i v e 
s t r u c t u r e , t h e y a r e known as P u b l i c C o r p o r a t i o n In G r e a t B r i t a i n , 
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Crown Corporation In Canada, Statutory Corporation In 
Austra l ia , Government sponsored Corporation In Pakistan, 
and Government Corporation In U.S.A. IT-ie Administrative Reforms 
Commission In I t s report has used the term 'Public Sector 
Undertakings' and the standing committee of parliament c a l l s 
them simply 'Publ ic Undertakings ' . 
Keeping In view the d i f f i cu l ty of terminology a few 
def in i t ions have been examined belowj 
"Public e n t e r p r i s e s means s t a t e ownership and operation 
of indus t r i a l , a g r i c u l t u r a l , f inancial and commercial 
undertakings. ' N 1 
"The term usual ly re fe rs t o government ownership and 
act ive operation of agencies engaged in supplying the publ ic 
goods, the goods and serv ices which a l t e rna t ive ly might be 
2 
supplied by pr iva te ly owned p ro f i t motivated firms.** 
"Public Enterprise i s an I n s t i t u t i o n operating a 
service of an economic or social character , on behalf of the 
government, but as an Independent legal en t i t y , la rgely 
autonomous in i t s management though responsible to the publ ic 
through government and Parliament and subject to scxne d i rec t ion 
by the government equipped on the other hand with independent 
and separate funds of i t s own and the lega l and commercial 
a t t r i b u t e s of a commercial e n t e r p r i s e . ' m 3 
1. Hanson, A.H. Public Enterprises and Economic Development, 
Routledge and Kegan Paul Ltd., London, 1954, p. 115. 
2. Encyclopaedia Britanica, Vol. 18, Encyclopaedia Britanlca 
Inc., Chicago, 1965, p. 738 
3. Friedmann, The Public Corporation, Stevens, 1954, p. 541 
1^  
"Public Enterpr ises are autonomous or semi-autonomous 
CoiporotIonsand Companies established owned and control led 
by the State and engaged In Indust r ia l and commercial a c t i v i t i e s . " ' 
••piibllc Enterprise means the Indus t r i a l , commercial 
and economic a c t i v i t i e s carried on by the cent ra l government 
or by a s t a t e government or j o in t ly by the cen t ra l government 
and s t a te government and In each case e i t h e r so le ly or In 
associat ion with p r iva te en te rpr i ses , so long as I t I s managed 
as a self contained management." 
An analys is of the above mentioned de f in i t i ons reveals 
t ha t the government ovmershlp, government control and management, 
public accountabi l i ty , public purposes, p r o f i t motive, wide 
range of a c t i v i t i e s and autonanous functioning may be summarised 
as the main fea tures of public en t e rp r i s e s . 
In p rec i se manner the concept of publ ic en t e rp r i s e s 
can be understood as follows: 
a ) . Government ownership with Government management, 
b ) , Government ownership with pr iva te management, 
c ) . Mixed ownership and mixed management of government 
and p r iva te bodies, 
d ) , Pr iva te ownership with Government management. 
From t h i s explanation I t can be concluded t h a t any 
en te rpr i se which Is predomlnently controlled and managed by 
the s t a te or any other public authority Is ca l led publ ic enterpr ise . 
4 . Mallaya, N.N,, Public Enterprises In India, The I n s t i t u t e 
of Const i tu t ional Parliamentary Studies, New Delhi, 1971, p . 1. 
5 . Khera, S.S, , Management and Control In Piibllc Enterpr ises , 
Asia Publishing House, Bombay, 1964, p . 10. 
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In publ ic sector en te rp r i se s e i the r the whole or a 
major par t of the capi ta l i s Invested by the government. I t 
may be, by cent ra l or s t a te or local government or jo in t ly 
by these governments. 
The f i r s t public corporation to be created was Port 
of Autonomy in London in 1908. This was gradually followed 
by other Corporations. Now the concept of publ ic sector has 
gained importance in almost a l l the countr ies of the world. 
In developing countries^ they are undoubtedly conceived as 
an instrument used for accelerat ing the ro le of economic 
development and bring about a social change. 
Causes of the Evolution of Public Ownership; 
The Government has three major r e s p o n s i b i l i t i e s 
towards I t s c i t i z e n s . The f i r s t r e spons ib i l i ty i s to protect 
society from the violence and invasion of o ther independent 
soc i e t i e s . Second, to protect every member of the society 
from in jus t ice of every other member of i t , and, t h i rd 
respons ib i l i ty i s to maintain ce r ta in public works and cer ta in 
public i n s t i t u t i o n s , which can never function for the in te res t 
of any indus t r ia l or a small number of ind iv idua ls . Hence, 
the role of the government can not remain pass ive . Consequently 
many of the developing and even advanced countr ies adopted 
the public ownership of business and commercial a c t i v i t i e s 
on a large s c a l e . 
Ihe factors such as exp lo i t i t t on of labour, monopoly 
pos i t ion of the c a p i t a l i s t , mis-direct ion of resources and 
the lack of public welfare e t c . , were responsible for 
assigning the public sector on Important posi t ion, as being 
discussed in the following pages. 
1) • Economic Rationale of pxibl ic Sector: 
Public en te rp r i ses are expected to be the pr inc ipa l 
agent for rapid economic and social transformation, by developing 
in f ras t ruc tu re and the core sector , and closing the gaps In 
the Indus t r ia l s t r u c t u r e . I t s dcxninant posi t ion in the f inancial 
f i e ld i s intended to control and guide the pr ivate sector , 
v^erever necessary. I t i s also l i ke ly to step in, if and when 
p r iva te enterpr ise f a l l s the economy. And the economic growth 
v ia publ ic en terpr i se i s supposed to be adequately leavened 
with social j u s t i c e . The objec t ives of es tabl ishing new en te rpr i se 
and reasons for nat ional iz ing some exis t ing ones are varied 
and often d i f fe r from case to case and from time to t ime. 
The tendency of p ro f i t maximisation of the c a p i t a l i s t s 
had resul ted in the d i spa r i ty in d i s t r i bu t ion of nat ional 
wealth as well as i n s t a b i l i t y of nat ional economy, which 
u l t imate ly opened the avenue for publ ic ownership of production, 
d i s t r i b u t i o n and consumption. 
Socia l isa t ion of production was the comprehensive 
and judic ious decision against Indi f fe rent a t t i tude of few 
c a p i t a l i s t s towards poor workers and consequently these 
prevai l ing economic conditions urged the governments to create 
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public sectors f idrt icularly In th'^ developing coun t r i e s . The 
notable developmi-nt. of the i )eT of scciallsm emerged since 
the period of Fabian e s s a y i s t s . Ihey concleved the public 
ownership of the economic i n s t i t u t i o n e s sen t i a l because If 
i t was l e f t to p r iva te sector, the whole economy was l ike ly 
to be de t e r i o r a t ed . The pr ivate entrepreneurs abstained to 
es tabl i sh such en te rp r i s e s which were of s t r a t e g i c significance 
for the e n t i r e economic development of the country due to low 
p ro f i t and long ges ta t ion per iod. Therefore, the bas ic and 
s t r a t eg i c indus t r i e s could be establ ished by the publ ic sector 
because the development and growth of other indus t r i e s depend 
on them. 
2) . Exploi ta t ion of Labour; 
Ihe labour c l a s s of people cons t i tu ted majority In 
the t o t a l population of every country. But they were exploited 
by the c a p i t a l i s t s and were deprived even from t h e i r due share 
in the nat ional economy. Almost a l l the econcsnic f i e lds were 
captured by few individuals and the majority of labour class 
had ver>' nominal share in the national income. That i s why 
the p l ight of these workers was very miserab le . 
Prof. Bowley in 1910, made a study about the ownership 
of property "that j u s t 1% of the population took 30% and 
5*2% took44% of the national income leaving 70% of Income to 
99% of the population and 56% of the Income to 94*5% of the 
populat ion. As s ta ted by Bernard Shav; the theory of c a p i t a l i s t 
6 . Tawney, R,H., "Equality", George Allen, London, 1952, p . 68, 
system " i s to mak<? the material sources of pro^^uction p r iva te 
property, enforce a l l voluntary cont rac ts made under t h i s 
condition, keep the peace between c i t i zen and leave the r e s t 
to the operation of individual self I n t e r e s t . Thus, i t would 
guarantee to every worker a subslstance wage while providing 
a rich le i sured c lass with the means of upholding culture 
and sa tura t ing them with money enough to enable them to save 
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and Invest cap i ta l without personal p r i v a t i o n . " 
3 ) . Monopoly Argument: 
Ihe Lalssez Falre economy In the c a p i t a l i s t system 
where everytlng gets adjusted through p r i ce mechanism ceased 
to function proper ly . Perfect competition was nowhere In 
the economic se t up and monopoly of the productive power 
dcflftilnated the economy. Ih l s wide spread monopolistic nature 
exploited the consumers. The handful of s e l l e r s controlled 
the best pa r t of the supply. They decided the pr ices In favour 
of t h e i r vested In te res t to Increase the p r o f i t margins. 
I t may be argued tha t the nature of the ear ly 
c a p i t a l i s t system has changed. Ihe Individual I n d u s t r i a l i s t 
have been gradually out classed by the par tnership and the 
Joint Stock Companies which mean the diffusion of economic 
powers through share-holding, therefore , the s t a te was 
forced to undertake d i r ec t ly the productive I n s t i t u t i o n s . 
I t did so "because the process of concentration reached 
already I t s logica l end, and a c l ea r cut pr iva te monopoly 
7 . Bernard SSnaw, Fabian Esseays (Jubilee ed i t i on ) , 
George Allen, London, 1948, p . VII . 
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hac3 been created In the form of an omnipotent s ingle 
f i rm."" 
4) . Economic I n s t a b i l i t y : 
The Inequality of d i s t r i b u t i o n created the gap 
between demand and supply. The c a p i t a l i s t s c lass was not 
wi l l ing to purchase the products of the nation due to t h e i r 
over-con sumption, a t the same time the poor c lass was 
unable to purchase because of the lack of purchasing power. 
I t was not surprising therefore , t h a t t h i s was the cause 
of slumps which prevented economic system from functioning 
proper ly . 
The great depression of t h i r t i e s made the s t a t e 
r e a l i z e i t s du t ies towards the na t ional economic and socia l 
well being of masses. 
Consequently, the s t a t e was forced to p a r t i c i p a t e 
d i r e c t l y In the process of production in order to avoid 
the fearful consequences of Inf la t ion or shrunk. 
5 ) • Mls-Dlrectlon of Resources; 
The pr iva te ownership of property created the 
Inequali ty of wealth whirli led to mis-direct ion of production. 
I t d i rected energy from useful production to the mul t ip l ica t ion 
of l uxu r i e s . A large par t of the goods which was cal led 
wealth was not meant for meeting the e s sen t i a l requirements 
of the society because i t consisted of a r t i c l e s which should 
8. Strachy, John, Contemporary Capitalism, London, 
Gollannoz Ltd., 1956, p . 34. 
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have been produced only af ter oth'jr essent ia l a r t i c l e s 
w^re produced in abundance. 
I t was because of the fact t ha t the surplus with 
c a p i t a l i s t was not necessar i ly used Into productive a r t i c l e s . 
I t was the vested i n t e r e s t of the p r iva t e entrepreneurs 
t h a t the resources were invested where they brought maximum 
p r o f i t s I r respec t ive of the necessi ty of the products; 
publ ic ownership was evolved to avoid such unce r t a in t i e s 
and to make the investment according to the needs of the 
society^ i t s object was not only to e s tab l i sh the s t a t e 
management of Industry "but , to remove the dead hand of 
p r i va t e ownership when the pr ivate owner has ceased to perform 
any pos i t i ve function.** 
6 ) . Welfare Economy; 
Another argument for the publ ic ownership was the 
creat ion of welfare economy concept. Ihere was an assumption 
in the past t ha t pr iva te in t e res t and the public welfare 
functions were mutually consis tent , however, the two ceased 
t o harmonize and in pract ice performance of the c a p i t a l i s t 
order and the methods and r e su l t s of p r iva te en terpr i se 
appeared to be a n t i - s o c i a l . 
Individuals enjoyed the freedom of organizing and 
conducting the business in such a way l ike ly to Improve 
t h e i r own I n t e r e s t s , Ihe system of p r iva te en te rp r i se was 
Incapable of achieving the social j u s t i c e as the p ro f i t 
motive could not alv/ays reconcile with the welfare concept. 
9 . Tamey, R.H., Ihe Acquisitive Society, (G.Bell and 
Sons Ltd. , London, 1921), p . 119. 
IViereforp, wity, a sh i f t of emphasis to problems 
of welfare the Inherent weakness of the economy was being 
more and more f e l t . 
Consequently, the intervention of an external 
agency, p a r t i c u l a r l y the s t a t e , to bring under control 
any morbid development of the economy was requi red . 
7) . Public U t i l i t i e s and the Basic Indus t r ies Argument; 
Public u t i l i t i e s and the bas ic indus t r i es e s sen t i a l 
for the welfare of the community and for the sound foundation 
of the indus t r i a l development also required d i r e c t s t a t e 
cont ro l . These are the indust r ies on which the prosper i ty 
of the community depends and where the p r iva t e en te rpr i se 
has no major drive for the following three reasons: 
F i r s t l y , I t requires large outlay of investment in 
a single p r o j e c t . Laying down a railway l i ne or develop posts 
and es tab l i sh ing a heavy s teel p lant general ly requires 
an amount of cap i t a l which i s beyond the capacity of the 
private en t repreneurs . 
Secondly, such outlay need r e l a t i v e l y a time before 
i t s t a r t paying off. 
Final ly , many important p ro jec t s such as defence 
and i r r i g a t i o n e t c . can not be l e f t to the p r i v a t e entrepreneurs 
Consequently, Keynesian economic assigned the cen t ra l ro le 
to the public sec tor in the developing count r ies In leve l l ing 
out the zigzags of pr iva te investment to f i l l up the gaps 
of the de f i c i enc i e s . 
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B). Generation of Rpsources; 
One of the Important factors responsible for the 
emergence of, public ownership of the economic i n s t i t u t i o n 
i s the creat ion of resources through t h e i r surp lus . In 
the developing countr ies the development programmes of 
the Government rely on the pxiblic expenditure. 
Functions of the s t a t e which were o r ig ina l ly l imited 
to the maintenance of law and order have considerably 
expanded now. For these enlarged object ives the government 
cannot depend merely on the taxat ion and borrowing, and the 
s t a t e in addition to the taxat ion and borrowing has to 
explore the p o s s i b i l i t i e s of resource creation through non-
tax devices. I . e . p r o f i t s of the commercial and i ndus t r i a l 
concerns of the government. 
Non-tax revenue forms an important element in the 
government income. In recent years the trends towards 
increasing na t iona l iza t ion or s t a t e par t i c ipa t ion In economic 
en te rp r i se s has led In several countr ies to some s h i f t s on 
emphasis in favour of non-tax revenue through t h e i r surplus 
earn ings . Consequently, the governments rely more and more 
on the surplus earnings of the public sector en te rp r i se s 
and making a bulk of the investment in the commercial 
and Indus t r ia l p r o j e c t s . 
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Public Sector and Economic Planning; 
The Idea of economic planning was not mentioned 
by the early ' Fabian Essay is t s . I t was afterwards tha t the 
Fabian Essayis ts used the concept of planning for ful l 
employrnent and to control the investment of key i n d u s t r i e s . 
In order to achieve t h i s object ive, they supported the 
case of na t iona l iza t ion , because i f the economy i s l e f t 
uncontrolled, the economic growth wil l be in a haphazard 
fashion. Iherefore, since the control of economic power 
i s necessary In a planned way, the d i r e c t pa r t i c ipa t i on of 
the government i s imperative. 
Ihe developmental function of the nat ional governments 
of the th i rd world countries have subs t an t i a l ly contributed 
to the growth and development of publ ic e n t e r p r i s e s . 
Planning boards and commissions were created to make the 
developmental a c t i v i t i e s more e f f e c t i v e . I t was a lso real ized 
t h a t the untapped resources should be fully tapped for 
econordc development. There was need for development of 
those sectors which pr ivate sector may not undertake for want 
of p ro f i t and i n i t i a t i v e . State by enter ing i t s e l f into the 
economic a c t i v i t i e s can have a fu l l g r ip over the economy 
and thus the object ives of planning can be achieved. Hence, 
the planning and the d i r ec t s t a t e p a r t i c i p a t i o n are considered 
supplementary to one another. 
From the above discussion i t becomes c lea r tha t 
the need of public sector a r i ses for var ious reasons. Since 
o s 
the a c t i v i t i e s of the government d i f fe r from country to 
country according to the circumstances prevai l ing there , 
various countr ies have adopted t h i s method for d i f fe ren t 
reasons, some countr ies give an extensive role to the 
public sector, while o thers confine I t only to the public 
works. 
Actually in advanced countr ies , with abundant 
resources the ro le of the government Is minor as everything 
ge ts adjusted i t s e l f with l i t t l e commission. But in developing 
economy^ l ike India where the resources are scarce the 
role of s t a te becomes s ign i f i can t , since the economy is very 
sens i t ive and a l i t t l e negligence can d is turb the whole 
process of econcxnic development. 
Public Sector in India - A His tor ica l Background: 
As a r e s u l t of the experience gained during the 
f i r s t world war, the government of India decided t h a t the 
establishment of ce r ta in indus t r i e s was necessary frxjm 
the point of view of effect ive defence. Therefore a f te r 
the commencenent of the f i r s t world war the government 
attempted to examine the question of Indus t r ia l policy 
which led to the appointment of f i r s t Indian Indus t r i a l 
Commission, 1916-19. The Commission recommended t h a t in 
future the government must play an active role In the indus t r ia l 
development of the country. Then came the Wbrld War I I , whic±i 
affected most of the eas tern countr ies due to the cut of 
o f? 
the supplies from Europe. So during the war period, 
government began to recognize the necessity of i ndus t r i e s 
meeting the defence and cer ta in requirements. 
"In 1931 : Karachi Session of the Indian National 
Congress for the f i r s t time attempted to define the economic 
and social contents of the Swaraj, and decided t h a t I t 
sha l l own and control key indus t r i es and cervices, mineral 
resources, railway, water-ways, shipping and other means 
of public i n t e r e s t . After t ha t . Congress set up a National 
Planning Committee with Jawaharlal Nehru as i t s Chairman 
and K.T, Shah as the General Secretary. 
I h i s Committee appointed two sub-committees In 
1940 to report on p r inc ip l e s of National planning and 
administrat ive machinery for Ind i a ' s National Plan. However, 
due to the outbreak of second world war and Congress 
Involvement In the s t ruggle for freedom the repor ts of 
these sub-committees could become available in 1948, The 
National Planning Committee supported s ta te in tervent ion 
In the country 's economy and recommended increasing s t a t e 
control over i t , including na t iona l iza t ion of i n d u s t r i e s . 
In 1943 the Bombay Plan was prepared by e igh t leading 
I n d u s t r i a l i s t s of Bombay. Consequently, people s ta r ted 
thinking about planning and development. Ihose Ideas l a t e r 
were embodied In the new Indian Constitution in Part IV 
of Directive Pr inciple of s ta te po l icy . Art. 39, provides 
the government to d i r e c t i t s policy towards securing the 
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ownership and control ol material resources of the country, 
are so d i s t r ibu ted as best subserve the common goods and 
tha t the operation of economic system does not r e su l t in 
concentration of wealth and means of production to the common 
determinent ." 
The economic planning for rapid and ra t iona l economic 
development created the need of public sec tor because In i t s 
absence, proper and adequate economic growth was quite 
impossible. In t h i s context of Indian economy, the charter 
of pvtbllc sector en te rpr i ses was embodied in the indus t r ia l 
policy resolut ion of 1948. 
With the emergence of pviblic sec tor the government 
was assigned s ign i f ican t role with a view to accelerate 
economic development by the expansion of i t s a c t i v i t i e s . 
Therefore, the ra t iona le of public sec tor in India can be 
ident i f ied with the r a t i ona l e of economic planning. Hence, 
the government made conscious and comprehensive e f fo r t s towards 
economic development by reseirving the f i e l d s of economic 
a c t i v i t i e s and brought a des i rab le development in the c r i t i c a l 
economic f i e l d . Further, publ ic sector was the media through 
which the concept of welfare economy was to be rea l ized , 
"On 21st April , 1945 the planning and development 
d iv is ion had issued a policy s tat^nent specifying a crucial 
role for the indus t r ia l development of the country. Certain 
10. Avasthi & Maheshwari, ' P r inc ip le s of Public Administration' 
Laxmi Narain Aggrawal Educational Publishers , Agra, p . 123 
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industr ies must be taken under central control In the In t e r e s t s 
of coordinated development. Government should play active 
part in the indus t r i a l development of the country. I t was also 
stated in the Policy Statement tha t basic Industr ies of nat ional 
importance might be nat ional ized provided adequate capi ta l was 
not forthcoming and I t was regarded as e s sen t i a l in the national 
in te res t to promote such i n d u s t r i e s . " 
Ihe economic planning which has been adopted in many 
countries for rapid and ra t iona l economic growth was d i f f i c u l t 
without the cooperation of publ ic ownership, Ihe planning 
cannot be successfully implemented without cont ro l l ing cer ta in 
key indus t r ies by the Government. As far as the Indian Economy 
is concerned the char te r of publ ic sector was embodied in the 
Industr ia l Policy Resolution of April 1949. The role assigned 
to the s t a t e in the Resolution was s ign i f ican t for bringing a 
rapid economic development by exj^anding i t s a c t i v i t i e s . Ihe 
ra t ionale of public sector in India can be Ident i f ied with the 
rat ionale of econonic planning. 
To s t a r t with "only three government monopolies were 
establ ished, i . e . manufacturing of arms and ammunitions, the 
production and control of atomic energy and ownership and 
,,12 
management of railway t r anspor t . 
11. Op .c i t . , Rao Shukla, Prakash, Himalaya Publishing 
House, Delhi, pp. 51-52, 
12. Op. c l t . , Avasthl & Maheshwari, pp. 123-24. 
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PublIc Sector and Indus t r i a l Pol icy 
Resolution of 1956t 
Ihe Indus t r ia l Policy of 1949 did not contain any 
specif ic a c t i v i t y for publ ic sector , then a new policy was 
envisaged in 1956 with a view to create s o c i a l i s t i c pa t t e rn 
of society as a nat ional goa l . In the Indust r ia l policy 
resolut ion of 1956, the ro l e of public sector was duly 
recognized. CChe policy a lso s ta ted the power of the s t a t e to 
take over any indus t r i a l en terpr i se in the pxibllc i n t e r e s t . 
Ih is policy made a c l ea r d iv is ion of the economic f i e lds for 
the public and pr ivate s e c t o r . Ih ls policy r e i t e r a t e d the 
necessity of adoption of s o c i a l i s t i c pat tern of society as 
the nat ional object ive as well as the requirement for the 
planned and rapid developnnent of the country. The rapid 
economic growth needs t h a t a l l indust r ia l undertakings of 
bas ic and s t r a t e g i c importance or in the nature of publ ic 
u t i l i t y serv ices , must be under the purview of publ ic s e c t o r . 
Other indus t r i a l en te rp r i ses of paramount importance, 
involve huge Investment which are beyond the f inancia l capacity 
of pr ivate sector, they must also be in the publ ic s ec to r . 
Therefore, the government was assigned d i rec t r e spons ib i l i t y 
for the development of i ndus t r i e s In the country. 
The Indus t r ia l pol icy of 1956 c lass i f i ed a l l the 
industr ies into three d i f f e r en t ca tegor ies . In case of f i r s t 
category development and growth of important indus t r i e s was 
assumed to be exclusive r e spons ib i l i ty of the government. In 
the second category, o ther indust r ies were categorised In 
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which the s t a t e would be required to play a s ign i f ican t 
role and pr iva te sector would also a s s i s t the s t a t e ' s 
e f for ts in t h i s regard. In the th i rd category the r e s t of 
the indus t r i es were for the pr ivate sec tor and the government 
was also e n t i t l e d to pa r t i c ipa te in t h i s category. In short 
i t was decided t h a t "certain basic i ndus t r i e s aire to be 
perrnanently in the hands of the s ta te and ce r t a in other 
types of economic undertakings are to be thrown open to 
pr iva te e n t e r p r i s e and th i rd group i s to be mixed, through 
the establishment of Joint Companies." Emphasizing the 
indus t r ia l policy of the government. Pandit Jawaharlal Nehru 
said t h a t we must put forth our best e f f o r t s on t h i s 
foundation to build up Indus t r ia l iza t ion in the country. 
In developing countr ies l ike India, the government i s 
responsible for indus t r ia l and In f ras t ruc tu ra l development. 
Indus t r ia l Policy of 1977; 
"The Indus t r i a l policy of 1977, which was announcecl 
on 23rd December, 1977, envisaged public en t e rp r i s e as a 
tool of soc ia l i s ing the means of production In s t r a t eg ic 
areas and for providing a counter va i l ing force to the 
growth of la rge houses and large scale e n t e r p r i s e s In the 
pr iva te s ec to r . The new policy also envisaged a grea te r 
role for publ ic en te rp r i ses in several f i e l d s , e . g . production 
of Important and s t r a t eg i c goods of bas ic na ture , acting as 
a s t a b i l i s i n g force for maintaining e s s e n t i a l supplies for 
13. Hanson, A.H,, Public Enterprises and Economic 
Development, Routledge & Keg an Paul Ltd . , London, 
1959, p . 15. 
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the consumers, and encouraging wide range of anci l lary 
indust r ies in the small sca le and cottage sec to r . Ihe 
government i s a lso in teres ted to operate public en te rpr i ses 
on prof i table and e f f i c i en t l i n e s in order to ensure adequate 
14 
return on investments made in them." Iherefore, t h i s 
policy made a c lea r cut c l a s s i f i c a t i o n s of the government's 
approach and i n i t i a t i v e s towards publ ic sector and i t wil l 
be the endeavour of the government to operate publ ic sector 
en te rpr i ses on prof i t ab le and e f f i c i en t l i n e s In order to 
ensure tha t investment in these indus t r ies provides an 
adequate return to the soc i e ty . The main t h rus t was to build 
up a professional cadre of Managers for these en te rpr i ses 
who would be assigned an independent autonomy in order to 
ensure e f f i c i en t management of such undertakings. 
14. Narain Laxmi, Pr inc ip les and Pract ice of Public 
Enterprises Management, S, Chand & Co. Ltd. , 
New Delhi, 1992, p . 25 . 
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The expansion of the pub l i c E^^ctor has been emphasised 
in each and every succeeding Five Year Plan up to Seventh 
Five Year P l a n , 
TABLE -2-1 
Publ ic Sec tor Investment dur ing Five Year Plan 
P e r i o d / P l a n s 
Total R 
Sector 
±>lic 
Rs. in Crores 
3,360 
6,831 
10,400 
16,089 
22,635 
63,671 
158,710 
322,710 
1,559 
3,730 
7,185 
6 ,571 
13,655 
36,703 
84,000 
154,218 
Percentage 
share 
46.4 
54.6 
60.6 
40.8 
60 .3 
57.6 
52.9 
47.8 
1. F i r s t Plan (1951-56) 
2 . Sec . Plan (1956-61) 
3 . Third Plan (1961-66) 
4 . Annual Plan (1966-69) 
5 . Fourth Plan (1969-74) 
6 . F i f t h Plan (1974-79) 
7 . Sixth Plan (1980-85) 
8 . Seventh Plan (1985-90) 
SOURCE: Rao, Shukla & Prakash, O p . c i t . , p . 64 
The above t a b l e shows t h a t during t h i s p e r i o d t h e 
p u b l i c s e c t o r investment has increased from Rs. 1,559 
c r o r e s t o Rs. 1,54,218 c r o r e s . 
Forms of Public Enterpr ises as they emerged In India; 
Various forms of public en te rp r i ses have been se t 
up in India, according t o tho s t a t u t e s Which include 
departmental undertakings. Public Corporation and the Public 
Companies. Public en te rp r i ses in India have been divided 
into three ca tegor ies , v i z . , the departmental management, 
public corporations and the public companies. These d i f fe ren t 
forms of organizat ions have d i f fe ren t fea tures to su i t the 
various needs of the country. 
1 ) . Departmental Management) 
I t i s a t r a d i t i o n a l type of publ ic en t e rp r i s e s In 
developed and in under developed countr ies and has been used 
for Railways, Communications, Posts & Telegraph, conmercial 
or indust r ia l monopolies of revenue ra is ing charac te r . The 
principal c h a r a c t e r i s t i c s of t h i s form of organization a re : 
i) The enterj:)rtse is financed by annual appropriation 
from the t reasury and a l l or major share of i t s 
revenues are paid into the t r ea su ry . 
11) The e n t e r p r i s e i s siabject to the budget, accounting 
and audit controls applicable to other 
government a c t i v i t i e s . 
t i l ) The permanent s taff of the en te rpr i se are c i v i l 
servants , and methods by which they are 
rec ru i t ed and the conditions of service under 
which they are employed are o rd inar i ly the 
same as per other c i v i l se rvan t s . 
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Iv) The en terpr ise is generally organized as a 
major sxib-division of one of the departments 
and government i s subject to the d i r ec t 
control of the head of the department. 
v) They are eccouutableto Parliament through the 
concezned m i n i s t e r s . Ihe growth policy and 
functioning of publ ic en terpr i ses are 
communicated to Parliament. 
v l ) Whenever t h i s applies In the legal system 
of the country concerned, the en terpr i se 
possess the sovereign immunity of the s t a t e 
and can not be jmed without the consent of 
the government. 
"If s u i t a b i l i t y of departmental form the government 
wishes have subs tan t ia l control over i t s en te rp r i se , the 
15 departmental undertaking would be most sui table one ." 
From t h i s point of view the railway, the Posts and Telegraphs, 
ordinance fac to r ies , t ranspor t and communication e t c . have 
been se t up as departmental undertakings. Ihe Estimates 
Committee was of the opinion tha t the industr ies r e l a t ing 
to defence and the indus t r ies es tabl ished for f inancial 
control could be organized on departmental l i n e s , " 
15. Rao, Shukla, Prakash, Administration of Public 
Enterprises in India, Himalayan Publishing House, 
Delhi, Second Edition, 1990, p . 9R. 
16. Estimates Committee, 80th Report, Public Undertakings, 
Form and Earnest, 13 " B r i t a i n ' s Indus t r ia l Future" 
the Report of the Organization, p . c» 
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"Th'"' grt 'at deportmerits ol s t a t e s are not organized 
17 for businesr. adminis t ra t ion ." 
The t± ia rac te r i s t ics reveal tha t these department ally 
managed concernes are wholly under ful l control of the 
s ta te administrat ion where perfect accountabi l i ty and 
supervision i s pos s ib l e . 
Ihere is also no conf l ic t of opinion between management 
and the ministry' responsible for the undertaking. Undertakings 
under the category provide the in f ra - s t ruc tu re and indus t r ia l 
base . 
2 ) , Government Companies; 
Another form of an autonc«nous authori ty for running 
s t a te en te rp r i se is a government company. Ihe term here 
is used to denote an enterpr ise formed under the Companies 
Act of 1956, in which the government has the con t ro l l ing 
i n t e r e s t s through i t s ownership of a l l or scmie of the 
shares . Ihe operat ions and management of a government 
company are regulated by section 620 of the Companies Act, 
the centra l Government however has a r igh t to accept pa r t s 
or fully the appl icat ion of any provision of the Act, accept 
Sections 61B, 619 and 619A to government companies. I t , 
thus covers en te rp r i se s through which the government enters 
into par tnersh ip with pr iva te c a p i t a l . Ihe Public company 
17. Earnest, 13, "Br i t a in ' s Indus t r ia l Future", the 
Report of the Liberal Indus t r ia l Enquiry, Extracted 
from HANSON, A.H. (ed.) , Nat ional i sa t ion , 
London, 1963, p . 91 . 
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may a t t r a c t the fund by Issuing the i n t e r e s t bearing 
debentures and bonds. But In underdeveloped countr ies people 
respond more to an offer of equ i t i e s for the concern. The 
reasons for the adoption of the company form Is re levant . 
TJie Government may have to acquire shares of an exis t ing 
en te rp r i se In an emergency In response to a f inancial or 
employment c r i s i s o r In order to maintain production or 
provide services of bas ic n e c e s s i t i e s v^ich have become 
unprofi table under p r iva te e n t e r p r i s e s . Ih l s happened in 
many European countr ies during the World War period. Where 
the Government t ransfe r red the shares t o the pxiblic as 
soon af te r the establishment of the company, the cap i t a l 
of the company i s ovmed wholly e i t h e r by the Government or 
with pr ivate c a p i t a l , domestic or foreign. 
In India, the s t a t e holds generally major shares, but 
in countries l i k e France, Pakistan, minor s t a t e pa r t i c ipa t ion 
i s common. Both government and pr iva te p a r t i c i p a n t s can 
take par t in management. I t i s exercised e i t h e r by a 
special agreement to t h a t ef fec t or by normal p rac t i ce 
of e lec t ing board members in proportion of t h e i r equity 
hold ings . Ihe company i s reg is te red under the s ta tu tory 
law enforced in the country. I t s l ega l s t a tus i s ident ica l 
to tha t of the companies in the pr iva te s ec to r . " I t i s also 
accovmtable to Parliament, i s secured as provided iinder 
sect ions 619 and 619A of the Companies Act of 1956, %*iich 
r e l a t e s to audit and submission of the annual r epor t s . 
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respectively. The members of the governing boards are 
the elected representatives of various interested groups. 
Ihese goveimment bodies are not dictated by the ministers 
,*18, 
concerned. 
Financia l ly , i t is free frcm treasury and budgetory 
appropr ia t ion . I t s cap i ta l fund is derived from the sa le 
of stock to government or to p r iva te inves tors . I t can 
use I t s own revenues. I t i s free from audit and accounts 
rules of the government. I t s f ina l accounts are prepared 
and audited as in the case of a p r iva t e establishment. 
Ihe Auditor General approves the names of Auditors. 
In the Company from a l l or most of the functions 
are vested in the share-holders but they are reserved for 
the government. Ihe Estimates Committee in I t s report has 
observed t h a t "Indian Canpanles are more or l e s s extension 
19 of depairtmental organization. '* , 
Public Corporation: 
With the rapid expansion of Public en te rpr i ses , 
i t becomes necessary to evolve a new i n s t i t u t i o n to manage 
them. And the solut ion was found by the formation of 
Public Corporation. 
18. Rao, Shukla & Prakash, Op. c l t . , p . 107. 
19. Estimates Conrnlttee, 9th Report, 1953-54, 
(F i r s t Lok Sabha), p . 16, 
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Ihese Corporations were thus made responsible for 
t h e i r own finances i . e . financed by the users of the 
se rv ices . Ih/? importance of such organisation is t o form 
the nearest equivalent to organisation in p r iva te s e c t o r . 
The pr inciple c h a r a c t e r i s t i c s of Public Corporation a re : 
i) I t i s wholly owned by the s t a t e . 
l i ) I t i s general ly created by special Act, v*iich 
defines i t s powers, dut ies and immunities 
and prescr ib ing the form of management and 
I t s r e l a t i onsh ip to established departments 
and m i n i s t e r s . 
i i l ) As a body corporate, i t i s a separate e n t i t y 
for legal purposes and can sue and be sued, 
en ter into cont rac ts and acquire property In 
I t s own name. Corporations conducting business 
in t h e i r own names have been generally given 
g rea te r freedom for making contracts and acquiring 
and disposing off the property than ordinary 
government departments. 
Iv) Except for appropriation to provide c a p i t a l 
or to cover lo s ses , a pioblic corporation i s 
unusually, independently financed. I t obtained 
i t s funds from borrowing e i t h e r from t reasury 
or the p u b l i c . I t is authorised to use and re-use 
I t s revenues. 
v) I t Is generally exempted from most regulatory 
anc3 prohibitory s t a t u t e s applicable to expenditure 
of public funds. 
vi) I t i s ord inar i ly not subjects to budget 
accounting and audit laws, and procedures 
applicable to non-corporate agencies . 
v i i ) In the majority of the cases, employees of 
public corporation are not c i v i l servants, 
and are recrui ted and remunerated under terms 
and conditions which the corporation i t s e l f 
determines. I t i s free from c i v i l service 
regulat ions and from the danger of red-tap ism 
of bureaucracy. 
The Public Corporation i s an autonomous body which 
i s free from Parliamentary enquiry into i t s management. I t 
has no i n t e r e s t of i t s own except prcxnoting the i n t e r e s t s 
of the pxiblic for which i t i s c rea ted . 
Ihe Public Corporation is l e f t to conduct i t s 
operation Independently as the pr iva te bus iness . I t has no 
share-holders in the ordinary sense of the term and Ifc not 
supposed to meet the i n t e r e s t of the share-holders . I t 
e x i s t s for the fulfilment of the tasks enjoined upon by 
the law. The Public Corporations are not se t up only for 
p r o f i t motive but to meet the publ ic ends. 
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The Public Corporation Is f inancial ly self-support ing, 
I t s finances arc separate from the nat ional budget, though 
the treasury keeps suff ic ient control over cer ta in aspects 
of f inance. I t s establishment Is made through funds provided 
by the S t a t e . 
And once I t Is sanctioned the Corporation has to 
make I t s own p l ans . 
Ihe Public Corporation i s free from parliamentary 
enquiry Into i t s management. I t s po l i c i e s are subjected to 
parliament and min i s t e r i a l cont ro l , but being a separate 
l ega l e n t i t y . I t i s not accountable to parliament about I t s 
day to day workings. 
Ihe Public Corporation i s governed by the spec ia l 
Act, which provides i t s cer ta in Immunities which are not 
extended to other corporate bodies of the land. 
The formation of Public Corporation requires the 
lengthy process of going through the v^ole l e g i s l a t i v e 
procedure. Any subsequent change needs the amendment of 
the o r ig ina l Act. 
Finances of Public Enterprises? 
Ihe super-s t ructure of en te rp r i ses can be b u i l t 
only on the sound financial base . I t s continuous expansion 
and growth depends upon the a v a i l a b i l i t y of adequate finance 
k\ 
smoothly, regular ly and at the reasonable c o s t . Ihe 
or iginal requirements of the public en te rpr i ses in India 
depended wholly upon the budget resources. Besides, there 
are various sources of t h e i r f inances. Now the heads are 
many, such as pub l ic issue shares, issue of debentures, 
loans from specia l c r ed i t i n s t i t u t ions l i k e Indus t r i a l 
Finance Corporations and Investment Corporations, loans 
from bank and ass i s tance from Internat ional Agencies l ike 
World Bank and Foreign Companies v^ich are co l labora t ing 
with scwne of the new undertakings. Public Companies are 
financed through the p r iva te pa r t i c i pa t i on . "Self financing" 
of the e n t e r p r i s e s , through the i r surplus earnings i s 
considered an important source of finance. Different forms 
of organizat ions draw t h e i r finances from a v a r i e t y of 
sources, depending upon a number of factors which Include 
the quantum of fixed cap i t a l and working c a p i t a l , conditions 
prevai l ing in the money market, and the provis ions made 
in the lega l s t a t u t e s . 
As far as the Departmental Organization, the 
finances are exclus ively made by the annual appropria t ions 
from the t reasury , and a l l or the major share of t h e i r 
revenues i s paid into the Exchequer. This form p r e v a i l s in 
the old en t e rp r i s e s of the country such as Railways and 
Post & Itelegraphs e t c . Ibe i n i t i a l and subsequent cap i t a l 
i s provided through the budgetary g ran t s . A separa te account 
i s maintained with the government and shown as the cap i t a l 
ir^ 
at charge against the undertakinys concerned. But in due 
course of time some modifications have been made. Railways 
now have t h e i r separate finances and budget. They have to 
pay a fixed ra te of in te res t which i s decided by the Railway 
Convention Committee from time to t ime. Ihe finances of other 
Government Departments are not separated from i t s revenues 
of the cap i t a l or s ta te governments. 
Public Corporations, draw t h e i r finances in d i f ferent 
way. In Public Corporations, the o r ig ina l capi ta l has been 
provided out of Pariiasnentary appropriat ion e i t h e r as an 
out r ight grant or as an i n t e r e s t bearing c a p i t a l . 
The financing method of the s ta tu tory Corporations 
i s generally indicated in the s t a t u t e s . Under the Air India 
Corporation Act, the en t i r e cap i ta l of Indian Air l ines and 
the Air India Internat ional shal l be provided by the 
Government. Under the D.V.C. Act, 'each pa r t i c ipa t ing s t a t e 
(Centre, West Bengal and Bihar) sha l l provide i t s share of 
the c a p i t a l . ' If any Government f a i l s to ra i se such share 
by the prescribed date, then the Corporation may ra i se the 
loan to make up tha t de f i c i t a t the cost of Government 
concerned. 
Most of the public en t e rp r i s e s in India have been 
set up as p r iva te or Public Jo in t Stock Companies. Ihe 
Companies have been set up under the Indian Companies Act. 
Ihey are general ly wholly Government-owned and a l l the 
shares are held e i t h e r by the Presic^ent of India or by the 
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respective s t a t e governments. Some Companies hove 
pr iva te (Indian as well as Foreign) p a r t i c i p a t i o n s . 
Except In the case of mixed en te rp r i ses , the 
wiTole of the I n i t i a l cap i ta l for the public sector 
undertakings comes normally from the Government d i r ec t ly , 
or through the three forms or combinations of 
a) grant , b) equity Investment, or c) l oans . 
Finances through Grants, Equity and Loans; 
When a government s t a r t s a new undertaking^ the 
i n i t i a l Investment is always made out of the budgetary 
a l loca t ion through the grants , equi ty, cap i t a l loans . 
Grants cap i t a l are sanctioned general ly to the public 
u t i l i t i e s are made In a lump-sum amount. But the d i s -
advantage of the grants Is t ha t i t Imposes no f inancial 
d i s c i p l i n e s on the enterpr ise* Therefore, except In a 
few cases, where the grants are used exclusively, the 
en te rp r i se s are equipped with equity-type cap i t a l and 
loan c a p i t a l . 
Pr ivate Pa r t i c ipa t ion ; 
Public en te rpr i ses can be used not only as a means 
of generating resources for Investment in the developmental 
programmes, but also as a means of mobilizing domestic 
p r iva te c a p i t a l . Ib is ro le i s c l ea r ly I l l u s t r a t e d by 
the mixed en te rp r i se s , v^ere p r i v a t e p a r t i e s pa r t i c i pa t e s 
In providing the equity and with the r igh t of representat ion 
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on the Boarx3 oi Dlrectorr;. The mixed enterpr i ses a t t r a c t 
pr iva te cap i ta l more successfully than the purely p r iva te 
en te rpr i se because dependence on the Government o f fe rs 
the Investor an ex t ra degree of secur i ty . 
External Capi ta l ; 
External cap i t a l i s the important source of finance 
of public under takings . Many of the public undertakings are 
collaborated with the foreign inves tors . External c ap i t a l 
for pxablic e n t e r p r i s e may be private or public, d i r e c t or 
i n d i r e c t . Pr iva te cap i t a l is invested d i rec t ly in the 
enterpr ises concerned, for the p ro f i t motive. Publ ic 
capi ta l takes the form of Government grants or loans which 
are made ava i lab le to the receipient government for 
investment. 
Ihe problems faced by foreign financing of ptiblic 
en te rpr i ses are re la ted with the balance of payments, 
pro jec ts typing and p o l i t i c a l re la t ion between the countr ies , 
Therefore, there are ce r ta in l imi ta t ions of the externa l 
f inance. At the e a r l i e r stages, the Government has u t i l i z e d 
a considerable atiount of foreign grants and loans but 
dependence upon such cap i ta l i s not considered proper for 
ever and i t i s avoided due to i t s p o l i t i c a l backgrounds. 
Self Financing; 
The i n i t i a l cap i ta l of the enterpr ise i s provided 
through the Government budgetary' appropriat ion. But the 
question Is to r the further developmental p rocess . Ihe 
primary objective of the piiblic sector Is not to make the 
huge prof i t s ' . But i t i s desirable tha t publ ic operating 
should make the surplus a t l ea s t for t h e i r expansion. In 
developing countr ies , these issues may be somewhat academic. 
IVie major problems are (a) to ensure t ha t the publ ic 
indus t r ia l en t e rp r i s e s achieve p r o f i t a b i l i t y ^ so tha t they 
contribute to the development of nat ional resources and 
do not impose a drain on them, (b) to use t h e i r p ro f i t 
as sources of cap i t a l formation. Iherefore, publ ic enterpr ises 
are given prof i t - t a r g e t s which are formulated in the l i gh t 
of the programme for ra is ing of cap i ta l resources embodied 
in the national economic plan. 
The self-f inancing by publ ic en t e rp r i s e s reduces 
the claims on the n a t i o n ' s savings. If the nat ional ized 
indust r ies finance a greater proportion of t h e i r investment 
by ploughing back p r o f i t s , t h i s docs not means t ha t the 
nation as a whole need a l e s s ; a l l tha t i s implied is a 
sh i f t in the burden of saving from tax payers to the 
consumers of publ ic sector production. Therefore, the method 
of self financing of public en te rp r i se s i s not contrary 
to t h e i r ob jec t ives . But actual ly , i t depends upon the 
price policy of Government, Public undertakings are se t up 
for the wide social considerat ions, hence, they charge 
lower pr ices to reduce the burden on the consumer's purse. 
The public concerns, l ike multipurpose p ro jec t s , need not 
make any surplus for they confer many ind i rec t benef i t s 
to the community. 
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'Rierc are instances of hiiyher pr ices chc i^rged by 
Government on cer ta in luxury goods to create the surplus 
for se l f - f inanc ing . But i t is not possible for the 
essen t ia l commodities. Iherefore, the problems of self-
financing depends solely on the object ives entrusted with 
the d i f fe ren t ca tegor ies of the concerns. 
Deficiencies of Public Sector: 
Inspi te of subs tan t ia l contr ibut ion of the public 
sector en t e rp r i s e s in the economic development of the 
country t h e i r performance In general has not been up to 
th e m ark. 
Managerial efficiency and effectiveness i s at the 
hear t of the functioning and performance of any e n t e r p r i s e . 
However, publ ic sector en te rpr i ses are with a few exceptions 
very ine f f i c i en t ly and Ineffect ively managed due to the 
following reasons, 
(a) No continuity at the top management l e v e l . 
I t has become almost to say tha t most public 
sector en te rpr i ses are headless bodies . 
(b) Conflicting and confused objec t ives : The number 
of guidel ines Issued by the bureau of public 
en te rp r i ses t o t a l s the astonishing f igure of 
800. To complicate matters further, there i s 
veri ' often a conf l ic t between ex i s t ing p o l i t i c a l 
Ideologies and current management p r a c t i c e s . 
(c) Dominance of p o l i t i c i . a n s In po l icy making: 
Ihere i s cont inuous p o l i t i c a l i n t e r f e r e n c e 
, in the day t o day func t ion ing of e n t e r p r i s e s . 
I h i s e x i s t s t o such an e x t e n t t h a t in r e a l i t y 
managers have p r a c t i c a l l y no autonomy in t a k i n g 
20 important d e c i s i o n s . 
Fur ther , ins tead of conf in ing i t s e l f t o core 
i n d u s t r i e s , the Government s t r a y e d in to p a t h l e s s woods 
and every ac t of n a t i o n a l i z a t i o n of a s ick indus t ry has 
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pushed i t deeper i n t o t h e m i r e . 
According t o a r e c e n t government survey, o u t of 244 
c e n t r a l under tak ings in t h e coun t ry , b a r e l y 20 were found 
t o be h igh ly p r o f i t a b l e , 74 modera te ly p r o f i t a b l e , four 
wi thout p r o f i t o r l o s s , and as many as 135 r e g i s t e r e d 
aggregate nega t ive p r o f i t s . Of the l a t e r , 54 u n i t s were 
c h r o n i c a l l y s ick with l abour force of 3.3 lakh persons and 
n e t l i a b i l i t i e s touching Rs, 4 ,600 c r o r e . 
There are a l so the s t a t e - l e v e l p u b l i c e n t e r p r i s e s 
(SLPEs) which were s e t up t o a c c e l e r a t e the pace of 
n a t i o n a l development, and which in r e cen t y e a r s have 
p r o l i f e r a t 3 d to a g r e a t e x t e n t . For i n s t ance , dur ing t h e 
seven yea r per iod from 19B0-81 t o 1986-87, 350 SLPEs were 
s e t up, r a i s i n g the t o t a l inves tment in S ta te l e v e l e n t e r p r i s e s 
20 . Ihe Economic Times (New D e l h i ) , 22 August, 1991 
2 1 . The Hindustan Times, New Delh i , 31st August, 1992 
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from l<s, 2,060 crorc ovrr to kc. 13,000 croiT!, Investment. 
in St':3tr leve l public enterpriF'' '5 grew at an average rate 
of 45 percent per annum between 1976 and 19^7, as against 
30 percent in the car.e of central undertakings. Yet for 
a l l the s t a t e s tdken together, the asset turnover r a t i o for 
the s ta te level public en te rpr i ses had been as low as 3 : 1 
(indicating tha t for every rupee invested, the returns 
have been barely 33 paise) , About 40 percent of these 
en te rpr i ses were in the red at the gross marginal level 
while 50 percent incurred losses a t the operating margin 
l e v e l . Ihe remaining 10 percent showed small surpluses . 
I t was because of these reasons t h a t a new indus t r ia l 
policy emerged and the role of the public sector was en t i re ly 
changed. 
The New Indust r ia l Policy; 
Ihe new Indus t r ia l Policy has made e f fo r t s to address 
i t s e l f to some of the chronic problems of the public sec tor . 
I t aims a t : 
1 ) . Dis t r ibut ing 20% public sec tor un i t s to the mutual 
funds, financing i n s t i t u t i o n s , general public and 
the workers. 
2 ) . Referring chronically sick public sector uni t s to 
the Board for f inancial and Indust r ia l Reconstruction 
(BIFR) for the formulation of survival scheme. In 
h t s bu'igot spooch. Dr. Manmohan Singh s- id, 
"A specia l s^-^curity mechanism will be created to 
fully protoct the i n t e r e s t s of the workers l ike ly 
to be affected by the r ehab i l i t a t i on package of 
the BIFR, Autonomy management and the corresponding 
accountabi l i ty would be provided through a system 
of memorandiom of understanding (MOU) between the 
government and the public sector e n t e r p r i s e s . ' «25L 
Ih i s new indus t r ia l and commercial policy for 
revamping and res t ruc tu r ing the econcxny i s also named as 
p r i v a t i z a t i o n . Pr iva t iza t ion in simple terms is the t ransfer 
of ownership for the public sector , but with the provision 
tha t there i s no bar to operating these areas to the pr ivate 
sec to r . The indus t r i e s include those dealing with the 
production of s t e e l , o i l , power, pharmaceuticals and pe t ro -
chemicals. Enterpr ises in areas where continued public 
sector involvement is judged appropriate g rea te r degree of 
managerial autonomy is being provided by the qovermnent. I t 
also proposes the system of monitoring the u n i t s . A weighty 
argument in favour of p r iva t i za t ion of these en te rp r i se s is 
t ha t i t would help a f i sca l ly strapped government t o cut down 
on i t s d e f i c i t s . Ih i s could serve as a bone to an economy 
facing a resource crunch and enable i t to get out of the 
debt t r a p . 
2 3.. - The Economic Tines, New Delhi, 22nd August, 1991 
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Anothor benri i t stenmino- from p r iva t t z a t i on Is 
s tated to be the poten t ia l increase in thp operat ional 
eff iciency of the e n t e r p r i s e s . Improved efficiency comes 
through changes in objectives^ higher Incentives, reduction 
of operational cons t ra in t s , greater accountabi l i ty and 
measurabtl i ty of performance at various l e v e l s . Ihe Bri t ish 
example of p r iva t i za t i on is widely quoted in t h i s context . 
The magic turnaround of the Bri t ish telecom through 
p r iva t i za t ion i s a landmark in i t s e l f . Within a couple of 
years of Margret Iha tche r ' s experiment, t h i s s t a t e sector 
giant in the U.K. which had accumulated losses In b i l l i o n s 
of pounds s t e r l i n g , has been brought back to h e a l t h . 
In case of India also, p r iva t i za t ion has s t a r t ed 
making wages in a big way. Certain exanples are provided 
by the government's attempts to disinvestment In s t a t e 
sec tor un i t s l i k e the National Ihermal Power Corporation 
(NTPC) and Hindustan Machine Tools (HMT) by s e l l i n g shares 
through bonds. 
•"Ihe main plank of the vo ta r ies of p r i v a t i z a t i o n 
i s the inherent and b u i l t - i n inefficiency of the pxibllc 
s ec to r . Because i t can not go bankrupt I t has compulsion to 
compete or excel . Vhen an industry knows tha t the government 
wi l l always pull I t s fa t from the f i r e , the r e s u l t Is 
i n e r t i a , inefficiency and scant a t tent ion to the needs 
o ; 
7^ 
of consumer £•;.' 
To conclude, l i b e r a l i z a t i o n should not mean 
indiscriminate p r i va t i z a t i on , but efficiency and 
competitiveness in indus t ry . Ihus, minimum government 
presence leading to emergence of autonomous leadership, 
b e t t e r management of resources and increase in 
product ivi ty , emergence of a new dynamic j o i n t sector , 
are expected to change the face of the public sector 
in the country-. 
Ihough public sec tor has s t i l l to play a key 
role in the development of the nat ional economy but i t 
has l o s t i t s dominance p o s i t i o n . The following chapter 
of 
i s a de ta i led e v a l u a t i o n / i t s performance during the 
recent p a s t . 
2 3 . Hindustan Times, August 31st, 1992, New Delhi 
CHAPTER - I I 
PERFORMANCE g^i^LUATION OF PUBLIC SECTOR AND 
NEW ECONOMIC POLICY 
on 
CHAP'i'^R - I I 
PERFORT^/iKCE 'EVALUATION OF PUJLIC ZZCTOR Al^ D 
lit:., E c o i . a i i c POLICY 
Financial Performance; 
' i t i s recommended tha t for evaluating f inancia l 
performance of public en te rpr i ses , the follov/ing c r i t e r i a 
should be used: 
1) Gross margin on asse ts (for a l l en terpr i ses ) 
i i ) Net p r o f i t on net worth (for core sec tor and 
p r o f i t ma>:ing enterpr ises) 
i i i ) Gross margin on sa les (service en te rpr i ses ) 
In respect of core sector enterprises^ the ra te of 
net p r o f i t should be at l ea s t a s t ipula ted percent and 
gross margin on cap i ta l should be irriprovtng overtime. 
In non-core sector , en te rp r i ses should be judged 
against the industry average for both gross margin on capi ta l 
employed and the ra te of net p r o f i t . 
In evaluating the performance of service en te rp r i ses , 
a t t en t ion should be focussed on d i rec t ion of change in the 
gross r.argin on s a l e s . In lose rr,akin,_ en t e rp r i s e s , gross 
margin should be p o s i t i v e . In addition, the following is to 
be monitored: 
ijU 
a) R a t i o of l o a n 1 i a b i ] i t i(>r t o assetc, 
b) R a t i o of wages t o v a l u e added p e r w o r k e r . 
c ) Cash l o s s p e r w o r k e r . " 
I n d i a n economy t o d a y i s p a s s i n g t h r o u g h a p r o c e s s 
o f c r u c i a l c h a n g e . F o r t h e l a s t f o u r d e c a d e s , p u b l i c 
s e c t o r was e x p e c t e d t o b e t h e t h e e n g i n e o f g r o w t h . B u t 
t h e s i t u a t i o n h a v e b e e n c h a n g e d d u e t o t h e p o o r p e r f o r m a n c e 
o f p u b l i c s e c t o r u n d e r t a k i n g s . 
F o l l o w i n g i s t h e b r i e f a s s e s s m e n t o f t h e p e r f o r m a n c e 
o f p u b l i c s e c t o r u n d e r t a k i n g s . 
TADLE Ko.^-1 
FINANCIAL PSRFORMAI-JCE OF C^.^TRAL PUBLIC ENTERPRISES 
(Runn ing E n t e r p r i s e s e x c l u d i n g I n s u r a n c e C o m p a n i e s ) 
Y e a r N o . o f U n i t s 
C a p i t a l 
e m p l o y e d 
G r o s s P r o f i t G r o s s P r o f i t 
b e f o r e Tax t o C a p i t a l 
e m p l o y e d (%) m TT) (2) (3) ( 4 ) = ( 3 / 2 x 1 0 0 ) 
F o u r t h P l a n 
1 9 6 9 - 7 0 7 3 
1 9 7 0 - 7 1 R7 
1 9 7 1 - 7 2 9 3 
1 9 7 3 - 7 4 114 
F i f t h P l a n 
3 , 2 9 1 
3 , 6 0 6 
4 , 0 9 9 
5 , 3 7 6 
139 
145 
169 
354 
1974-75 
1975-76 
1976-77 
1978-79 
1979-BO 
120 
121 
149 
159 
169 
6,627 
8,924 
10,P97 
13,969 
16,152 
559 
669 
1,029 
1,071 
1,229 
4 . 2 
4 . 0 
4 . 1 
6 . 2 
8 . 4 
7 . 6 
9 .4 
7 . 7 
7 . 6 
n n w.~i ,- , . 
'» / 
S i x t h M 
1980-Bl 
19ei-«^2 
1982-83 
1984-85 
an 
1 
168 
18P 
193 
207 
2 
18, 207 
21 ,935 
26 ,590 
36 ,382 
J 
1,418 
2,654 
3,565 
4 , 6 2 8 
4 
7 . 8 
1 2 . 1 
11 .9 
12 .7 
Seventh Plan 
1985-86 
19q6-^7 
1987-88 
1 9 ° ^ - 8 9 
1989-90 
2 1 1 
214 
220 
226 
233 
4 2 , 9 6 5 
5 1 , 835 
5 5 , 6 1 7 
6 7 , 6 2 9 
8 4 , 4 3 7 
5,2^^7 
6,524 
6,940 
8,572 
10 ,623 
12 .3 
12.6 
12 .5 
12 .7 
12 .6 
NOTE: Gross P r o f i t be fore Tax - (I\et P r o f i t + I n t e r e s t + 
Corporate fax paid) 
Total Capi to l Smployed - (Fixed Assets Minus Deprec ia t ion 
Plus working Cac i t a l ) 
SQURC5; An A r t i c l e by B.R. Dutta. - Indian Economic Journa l 
Vol. 39, Department of Economics, Un ive r s i t y of 
Bcxnbay, March 1992, p . 12, 
Trio concept of gross p r o f i t before tax i s gene ra l l y 
recomiTiended by econonnists as the b a s i s of comparison with 
t h r p r i v a t e s e c t o r . I t w-zs a l so stat-^d in va r ious plan 
docunents t h a t p u b l i c s ec to r under t ak ings should earn a 
rat.-^ of r e r u r n of 12% per annum. I t may bo not-->d t n a t 
durir.g 1969-70 t o 1973-74, g ross p r o f i t as a pe rcen tage 
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of cap i t a l employed was in the low rangr of 4 percent to 
6 percent and the c r i t i c s were j u s t i f i e d in paint ing a 
very black lm<ige of the public s e c t o r . Ihe s i t ua t i on did 
improve marginally during the f i f th plan and the gross 
r a t e of re turn on public sector undertakings ranged 
between 7 to <^  percent t i l l 1990-81. However, fran 1981-82, 
the s i t ua t i on did take a turn decidedly for the b e t t e r 
and the gross r a t e of re turn ranged between 12 and 13 percent . 
Ctoviously, the s i t ua t ion in public sector undertakings 
was turning from black to grey and the pioblic sec tor 
undertakings indicated a b e t t e r record of performance. 
Gross p r o f i t before tax in absolute terms, v^ich was Rs, 5287 
crores in 1985-86 reached a respectable f igure of 10,623 
crores in 1989-90. "As per Eighth Five Year Plan there are 
246 centra l public sec tor undertakings owned by the 
Government of India with a t o t a l investment of Rs. 1,13,234 
c ro r e s . Out of these 236 are Operational en te rpr i ses which 
provide employment to a t o t a l of over 23 lakh employees. 
In addit ion there are about 1100 s t a t e level publ ic enterpr ises 
with an estimated investment of about Rs, 50,000 c ro r e s . 
As v i sua l i sed by P t . Jawaharlal Nehru the l a t e Prime Minister 
of India, the public sector was to contr ibute to the growth 
and development of the nation by generating surplus 
r e - i n v e s t i b l e resources . But t h i s has remained only a p ipe-
dream and most of the public sector undertakings have 
continued t o be a p r e s l s t en t drain on the s t a t e exchequer. 
Incurring subs tan t i a l losses year a f t e r year . For example. 
50 
there was a net loss of Rs. 203 crores in the year 1930 
when 94 centra l public sector undertakings earned a net 
p ro f i t of only Rs. 557 crores against 74 loss making 
cent ra l public sec tor undertakings incurring a huge loss 
of Rs. 760 c ro re s . The p ic ture in 1990-91 was, however, 
s l i g h t l y d i f fe ren t when there was an overal l ne t p r o f i t 
of Rs. 2369 crore and out of 236 operational cent ra l 
public sector undertakings, 124 earned a net p r o f i t of 
Rs. 5432 crore and 109 loss making cen t ra l public sec tor 
undertakings Incurred a loss of Rs. 3064 c ro re . I t i s a 
p i ty tha t the en t i r e centra l public sec tor earned a meagre 
net p rof i t of Rs. 2368 crore which is j u s t 2.33% of the 
2 
t o t a l capi ta l investment of Rs» 1,13,234 c r o r e . " 
Ihe trend of performance of public sec tor undertakings 
(PSUs) during the year 1991-92, however, has been d i f f e r en t . 
I^iere was overa l l decl ine in p r o f i t a b i l i t y of cent ra l 
public sector during the year . Ihere was a s teep f a l l in 
the f i sca l perform em ce of o i l sector for the f i r s t t ime. 
Ihe non-oil sec tors including power sector , telecommunication 
Services, s t e e l and mineral, however, performed much b e t t e r 
than in the previous year . 
The performance of public sector undertakings on 
ether accounts l i k e inf ras t ructure development, capacity 
u t i l i z a t i o n , de l ivery period, cost of production e t c , has also 
been a matter of deba te . 
2. Competition Master - Vol. XXXIV, No. .Q, March 1993, 
Published Chandigarh, p. 612. 
no 
Notwlthctondtng glaring performance In certain 
sectors by the public sector unaertaklngs, the present 
fiscal situation does not permit any more accumulation 
of losses both by central and state public sector undertakings 
In its recently published report, the World Bank has called 
for speedy closure of India's "bankrupt" state run 
enterprises. 
TABLE No .3-2 
Profit/Loss in Various Types of Central 
Govt. Public Sector Enterprises 
S e c t o r 
(1) 
No. of 
E n t e r -
p r i s e s 
(2) 
C a p i t a l 
employed 
(3) 
Gross 
P r o f i t 
(4) 
(Rs , i n C r o r e s ) 
R a t i o of Gross 
profit t o 
c a p i t a l e n p l o y e d 
(5) = ( 4 / 3 x 1 0 0 ) 
P e t r o l e u m S e c t o r 
1989-90 
Taken Over S e c t o r 
1989-90 
Non-Taken o v e r 
Non-Pe t ro l eum 
M a n u f a c t u r i n g 
S e c t o r 
1989-90 
S e r v i c e 
S e c t o r 
1939-90 
TOTAL 
14 
46 
100 
73 
233 
1 5 , 1 5 3 
( I P . 4 ) 
1,792 
(2 . 1 ) 
4 1 , 2 1 7 
(48 .8 ) 
25 ,915 
(30 .7 ) 
8 4 , 4 3 7 
(100 .0 ) 
4, 306 
(40 .5 ) 
- 204 
- (1 .9 ) 
3 ,916 
^36.9) 
2 ,604 
(24 .5 ) 
10 ,623 
(100 .0 ) 
27 .76 
- 1 1 . 3 9 
9 .50 
10 .05 
12 .58 
NOTE; Figures in brackets are percentages of the total 
in the respective year. 
SOURCE; Compiled and computed from Government of India, 
Public Enterprises Survey (1989-90), Vol. 1, 
Table 1.20. 
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An a n a l y s i s as given in Table No. 2 revea ls aome 
Important information about d i f f e r e n t sector^central publ ic 
sector* 
1 ) . The petroleum sector \itiidti accounts for 18*4% of 
cap i ta l employed provides 40,5% of the t o t a l gross p r o f i t 
earned by a l l publ ic sector \ indertakings. Obviously^ the 
contribution of the petroleum s e c t o r i s far greater than 
the cap i ta l employed in t h i s s ec tor* 
2 ) . Ohe takenover sector (suc^ as t e x t i l e s ) , accounted 
for 2*1% of the t o t a l cap i ta l «nployeA« but accounted for 
(-) 1.0% of the t o t a l gross p r o f i t s . In other words, the 
argxanent that the r e l a t i v e l y poor performance of the 
pubic sec tor untertakings i s due t o the burden passed on 
by the pr ivate s i c k undertakings t o the publ ic s e c t o r i s 
overplayed. The weight of t h i s s e c t o r i s very small in 
t o t a l surplus generat ion. 
3 ) . The performance of non-petroleum manufacturing 
sec tor undertakings and serv ice s e c t o r undertakings has 
been below the target ted l e v e l of 12% gross ra te of return* 
Since the weight of these two s e c t o r s In cap i ta l employed 
Is about 60% In t o t a l c e^ l ta l employed a deeper probe Is 
e s s e n t i a l t o Ident i fy the weak p o i n t s for remedial act ion* 
Operational Eff ic iency of State Govemwent Enterprises> 
Ihe operational e f f i c i e n c y of s t a t e government 
revea l s that they are perennial lossHBakers* ^ e ch ie f 
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c u l p r i t s among them are: State E l e c t r i c i t y Boards^ Irr igat ion 
works and Road Transport Corporations. 
TABLE NO.^3 
Losses of Major Sta te Government Enterprises 
1985-86 1986-87 1987-88 1988-89 Itotal 
1 . I rr iga t ion - 872 1,226 -1 ,345 1,687 -5 ,130 
Projects 
2 . State -1 ,545 -1 ,546 -2 ,264 -2 ,705 -8 ,060 
E l e c t r i c i t y 
Board 
3. State Road - 226 - 193 - 146 - 251 - 861 
Transport 
Itotal -2,643 -2,965 -3,755 -4,643 -14,006 
SOURCE» Compiled from CMIE, Public Sector In Ind ia . (May 1991) 
IXirlng the four year period (1985-96 t o 1988-89), 
the t o t a l l o s s e s of these s t a t e government e n t e r p r i s e s 
aggregated t o over Rs. 14000 c r o r e s . Ohe s i t u a t i o n Is h l ^ l y 
d i s t r e s s i n g and I s the cumulative r e s u l t of the poor 
performance and absence of any remedial act ion taken t o 
a l l e v i a t e the s i t u a t i o n . Uneconomical pr ic ing p o l i c i e s , 
the r i s e of farm l o b b i e s and p o l i t i c a l pampering of 
peasants and cons iderat ions of preserving v o t e banks have 
a l l contributed t o the scandalous s i t u a t i o n , b e s i d e s 
operat ional e f f i c i e n c i e s . 
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Low Contribution t o Saving> 
"CIME review Indicts the publ ic s e c t o r with regard 
t o i t s low contribution t o nat ional savings In the fol lowing 
wordst "ihe f a i l u r e of the publ ic s ec tor i s g lar ing in 
respect of s a v i n g s . After 39 years of planning, the 
publ ic s e c t o r contributes only 8 per cent of the nat ion ' s 
saving; that a l s o , in part , through heavy taxat ion and 
s e m l - f I c t l t l o u s p r o f i t s of the Reserve Bank* The remaining 
92% of the n a t i o n ' s saving came from the p r i v a t e 
-3 
s e c t o r . 
Capacity U t i l i z a t i o n - As Index of Performancet 
A very useful Index of the performance of the 
pxiblic s ec tor i s the degree of capacity u t i l i s a t i o n . 
Public sec tor undertakings show a mixed record Judged 
by t h i s c r i t e r i o n . 
tChe Indian Oil Corporation Increased crude o i l 
throughout in the r e f i n e r i e s from 5.8 mi l l i on tonnes in 
1980-81 t o 51.8 m i l l i o n tonnes In 1990-91. Capacity 
u t i l i z a t i o n -iHnidn was 95% in 1985-86 Increased s t e a d i l y 
t o reach 100% in 1987-88. Ohe disturbed condi t ions In 
Assam gave a setback and capacity u t i l i z a t i o n r e g i s t e r e d 
a dec l ine to 96% in 1989-90. However, the high success 
3 . Dutta, B.R., 'Public Sector and P r i v a t i z a t i o n ' in 
the Indian Economic Journal, Vol. 39, No. 3, 
January-Mar di 1992, Bombay, pp. 8 -9 . 
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rate of GNGC and high capacity u t i l i z a t i o n of Indian 
Oil Corporation deserve recogni t ion by a word of p r a i s e . 
"The National Text i l e Corporation (NTC) v^ich took over 
the s i ck t e x t i l e m i l l s of the pr iva te sector has a l s o 
improved i t s performance, 3he capacity u t i l i z a t i o n of 
NTC m i l l s has reached 95% In spinning and B5% in weaving 
in 1989-90 as against mertsly 45% capacity u t i l i z a t i o n 
at the time take over of these m i l l s . NTC m i l l s meet the 
s o c i a l o b l i g a t i o n of producing 99% of the t o t a l coarse 
and medivim c l o t h used by the weaker s ec t ions 
of the s o c i e t y . Besides they a l s o meet a major share of 
the t o t a l y a m requirements of the decentra l i sed sector* 
In newsprint, the o v e r a l l capacity u t i l i z a t i o n 
was 97% although the Hindustan Paper Corporation* Kottayam 
(Kerala) recorded a capacity u t i l i z a t i o n of 108% and 
Mysore Paper Mi l l s 107% Naticxial Newsprint and Paper 
4 
Mills recorded a lower capacity utilization at 76%," 
Capacity utilization in Hindustan Copper - a 
public enterprise Improved from 65% in 1985<-86 to 90% 
In 1989-90. The upshot of the entire analysis is that 
It iiiould be incorrect to paint every public sector 
enterprises td.th a black brush. Ihere are h i ^ performers 
who can equal any private sector undertaking in terms of 
efficiency, absorption of advanced technology and even 
4, Dutta, B^R., Op.cit., p.10. • 
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In surplus generation along with a better deal for its 
employees. There are of course, the laggards and low 
performars. X proper scientific undertaking of the 
public sector undertakings has to be made to diart 
out policies giving a new direction to the public 
sector• 
TABLE No .3-4 
Research 
Year 
1965-66 
1910-71 
1980-81 
1989-90 
& Development Exoendl 
Public Sector 
66.0 
(96.5) 
125.0 
(89.5) 
639.8 
(84.1) 
3567.2 
(89.1) 
ture in India 
(Rs. 
Pr ivate Sector 
2.4 
(3.5) 
14.6 
(10) 
120.7 
(15.9) 
436.6 
(10.9) 
1 
Crores) 
Total 
68.4 
(100.0) 
139.6 
(100.0) 
760.5 
(100.0) 
4003.8 
(100.0) 
NOTEs Figures In bracket are percentage of total. 
SOURCE» An Article by B.R. Dutta - Indian Bcononiic Journal 
Vol. 39, Department of Economics, University of 
Bombay, March 1992, p. 12 
Research and Developiaent: 
For absorbing and adopting technologies in industrial 
development and to develop better technology consistent 
with our needs, research & development is an important 
«rea. 
6B 
The publ ic sector has s e t up over 40 national 
laborator ie s , whatever merits may be ascribed to the pr ivate 
sec tor , but I t s b e g l e c t of research and development Is 
a matter of s er ious concern. Research & Development 
expenditure accounts for 1% of GNP In 1989-90 which 
i s for below the l e v e l s attained In developed countries 
I . e . 2 t o 5% of GNP. India remains far behind. 
But a more d i s t r e s s i n g fac t Is that the share of 
the s o - c a l l e d dynamic private sector In Researdi and 
Development I s only 11% of the t o t a l Research & Development 
expenditure In India . 
TABLE No .36 
Comparative Rates of Return on Capital employed 
in Public Sector and Private Sector (1980-81 t o 1988-89) 
YEAR X CAPITAL EMPLOYED X 
X (Rs. Crores) X 
XCROSS PROFIT 
X AS % OF CAPITAL 
[EMPLOySD 
GROSS PROFIT 
(Rs. Crores) 
CentralXCMIE S e l e c -
Govt. Xted PrlvateX 
Enter- XSector Cos.X 
p r i s e s X |_ 
CentralXCMIE 
Govt. ' XSelectee 
Enter- XPrlvate 
pr i ses XCos. 
CentralI 
Govt. X 
Enter- I 
p r i s e s X 
CMIE Selec-X 
ted privateX 
Sector Cos.X 
X 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
32,744 
40, 704 
50,518 
59, 366 
70, 104 
17,837 
21,224 
25,184 
30,162 
34,702 
1,418 
2,654 
3,464 
3,565 
4,628 
(Average ROI for 1980-81 t o 1984-85) 
2,203 
2,382 
2,469 
2,847 
3,336 
1985-86 j 
1986-87 
1987-88 
1988-89 
1989-90 1 
80,639 
98,818 
112,351 
132,886 
162,434 1 
39,810 
46,762 
51,353 
65,204 
64,610 1 
5,287 
6,521 
6,940 
8,572 ; 
[10,623 1 
3,801 
3, 840 
4,169 
6,117 
7,284 
4.3 
6.5 
6.9 
6.0 
6.6 
6.6 
6.6 
6.2 
6.5 
6.5 1 
12.3 
11.2 
9.8 
9.4 
9.6 
I 9.5 
8.2 
8.1 
9.4 
11.3 
Average ROI for 1985-36 to 1989-90 6.5 9 .3 
SOURCEt Compiled from QUE, Public Sector In India, May 1991. 
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"CMXE has pointed out that conventional ly . In company 
finance stxadles, cap i ta l employed i s taken to be equiva lent 
t o the t o t a l of the a s s e t s s ide of the balance sheet . I . e . 
broadly gross f ixed a s s e t s l e s s depreciat ion, p lus Investment 
In shares and s e c u r i t i e s , t o t a l gross curz^nt a s s e t s 
( I . e . rece ivables , loans and advances, depos i t s e t c . ) . 
However, In the pxibllc en terpr i s e s survey of BPE, 
c a p i t a l employed Is defined as gross block l e s s accumulated 
deprec iat ion, p lus n e t working c a p i t a l ( i . e . gross current 
a s s e t s , loans and advances, d e p o s i t s Investments e t c . 
l e s s current l i a b i l i t i e s and prov i s ions other than 
gratu i ty provis ion) . The BPE (Bureau of Public Enterprises 
survey. I t has been argued, should amend i t s d e f i n i t i o n so 
tha t the data presented by I t becomes comparable t o usual 
RBI and company finance s t u d i e s . ' «5 
The CMIE undertook t h i s exerc i se and reca lcu la ted 
c a p i t a l onployed ( i . e . t o t a l n e t a s s e t s ) and presented 
I t s f indings on a comparable b a s i s of 100 se l ec ted large 
companies (refer table 5) CMIE observest "The performance 
of BPE survey e n t e r p r i s e s In terms of rate of return on 
t o t a l net a s se t s ( i . e . c a p i t a l employed) i s not impressive 
v^en compared with the same in the private corporate s e c t o r . 
Ihus as can be seen from tab le ^ the rate of return of 
aroxind 6.5% during 1989-90 on t o t a l net a s se t s in BPE 
5 . Dutta^- B .R, /Op.c l t . # p p . 1 2 - 1 3 . 
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survey e n t e r p r i s e s was much lower ccxnpared with 11.3% return 
obtained on t o t a l net a s s e t s by CMIE se l ec ted l a r g e 
private aector Industr ia l companies* This rate of return 
was however higher In 1980-81 at 12.3% In CMIS s e l e c t e d 
private sector Industr ia l companies, while I t was much 
lower a t 4*3% In BPE survey enterpr i ses , compared with 
-6 t h e i r respect ive l e v e l s during 1989-90•" 
Ihe New Industrial Pol icy (1991)» 
The main provis ions re la t ing to the publ i c sector 
Included In the po l i cy are* 
1 ) . P o r t f o l i o of piabllc sector Investments w i l l be 
reviewed with a view of focus the publ ic s e c t o r 
on s t r a t e g i c , h l ^ tech and e s s e n t i a l I n f r a -
s t r u c t u r e . Whereas some reservat ions for the 
pxabllc s e c t o r I s being retained there would be 
no bar for areas of e x c l u s i v e l y to be opened 
upto the private sector s e l e c t i v e l y . S imi lar ly 
the piobllc sec tor w i l l a l so be allowed entry in 
areas not reserved for I t . 
I I ) , Public en terpr i se s which are d i r o n l c a l l y s i ck 
and whldi are unl ike ly to be turned around w i l l , 
for the formulation of revival or r e h a b i l i t a t i o n 
6 . Dutta, Bi R. , O p . c i t . , p . l 3 , . 
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schemes, be referred to the Board for Industrial 
and Financial Reconstruction (BIFR), or t ther 
s i m i l a r high l e v e l I n s t i t u t i o n s created for the 
purpose, 
A s o c i a l s ecur i ty mechanism wi l l be created to 
pro tec t the I n t e r e s t s of workers l i k e l y to be 
af fected by such r e h a b i l i t a t i o n packages. 
111) . In order t o r a i s e resources and encourage wider 
publ ic p a r t i c i p a t i o n , a part of the government's 
shareholding In the publ ic sec tor would be offered 
to mutual funds, f inancia l I n s t i t u t i o n s , general 
publ ic and workers. 
Iv) • Boards of publ ic sec tor companies would be made 
more profes s iona l and given greater powers. 
v ) . There w i l l be a greater thrust on performance 
Improvement througti the Memoranda of understanding 
(MOU) system through which managements would be 
granted greater autonomy and w i l l be he ld accountable. 
Consequently, the l i s t of Industr ies to be reserved 
for the publ ic s e c t o r has been raised and l imi ted t o only 
8 Indus tr i e s . Ihey are: 
I0 Arms and a l l i e d Items of defence equipments. 
Defence a l r c r a f t s and warships. 
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2 , Atomic Energsf, 
3 . Coal and Lignite , 
. 4 . Mineral Oi ls , 
5 . Mining of Iron ore, manganese ore, chrome ore, 
gypsvun, sulphur, gold and diamond, 
6 . Mining of copper, lead, z inc , t in molybdentim 
and wolfran, 
?• Minerals spec i f i ed In the schedule t o the 
Atomic Energy (control of production and use) 
order, 1953, 
R. Railway transport. 
By amending the Industr ia l Licensing System, 
the government has abolished Industr ia l l i c e n s i n g for 
a l l p r o j e c t s except for a s h o r t l i s t of Industr ies re lated 
t o s ecur i ty and s t r a t e g i c concerns, soc ia l reason, 
hazardous chemicals and overriding environmental reasons 
and Items of e l i t i s t consumption. 
Ihe l i s t of 18 Industries for Which l i c e n s i n g 
w i l l be compulsory arej 
(1) Coal and Lignite, (2) Petroleum (other than 
crude) and I t s d i s t i l l a t i o n products, (3) D i s t i l l a t i o n 
and brewing of a lcohol ic drinks, (4) Sugar, (5) Animal 
f a t s and o i l s , (6) .Cigars and c i g a r e t t e s of tobacco 
7] 
and manufactured tobacco s u b s t i t u t e s , (7) Asbestos 
and asbesto-based products, (8) Plywood, decorat ive 
veneers anci other wood based products such as p a r t i c l e 
board, medium dens i ty f ibre board, bleck board, 
(9) Ra»*ildes and sk ins , l ea ther , chamois l eather and 
patent l eather , (10) Tanned or dressed fur-sk ins , 
(11) Motor cars , (12) Paper and newsprint except 
baggasse-based xinlts , (13) Electronic aerospace and 
defence equipments, a l l types , (14) Industr ia l e x p l o s i v e s . 
Including detonating fuse, safety fuse, gun-powier, 
n i t r o c e l l u l o s e and matches, (15) Hazardous chenlcals* 
(16) Drug and pharmaceuticals (according t o Drug P o l i c y ) , 
(17) Entertainment E lec t ron ic s (VCRs, Colour TVs, 
CD Players, Tape recorders) , (18) White goods (Domestic 
Refrigerators, Domestic Dish Washing Machines, Programmable 
domestic Washing Machines, Micro-wave ovens, Alr-
condIt loners)• 
To encourage d i r e c t foreign investment, the 
Industrial p o l i c y poromlses approval for d i r e c t fore ign 
Investment upto 51 percent for foreign equity In h l ? ^ 
p r i o r i t y areas . 
The Indus tr ia l Pol icy of 1991, therefore . Intends 
t o l i m i t the p r i o r i t y areas for the publ ic s ec tor In the 
future tot 
7 
a ) . Essent ia l Infrastructure goods and s e r v i c e s , 
b ) . Exploration and e x p l o i t a t i o n of o i l and mineral 
resources, 
c ) . Technology development and bui lding of manufacturing 
c a p a b i l i t i e s in areas which are crucia l in the 
long term development of the economy and vAiers 
pr ivate s e c t o r investment I s inadequate, and 
d ) . Manufacture of products *^ere s t r a t e g i c 
considerat ion predominate such as defence 
equipment. 
With the announcement of the New Industr ia l Pol icy 
in July 1991, a large number of Government-induced entry 
r e s t r i c t i o n s , l i c e n s i n g requirements and controls on 
corporate b ^ a v i o u r were e l iminated . Ihe thrust of the 
po l i cy measures undertaken in 1992-93 has been t o deepen 
these reforms and extend them t o other sec tors of Industry. 
Further, the i n d u s t r i a l and trade dianges Introduced 
s ince the presentat ion of the previous Economic Survey 
have made imported inputs cheaper and more a c c e s s i b l e 
for industry and have, at the same time, exposed a large 
segment of the Indian industry to internat ional compet i t ion. 
F i sca l pol icy I n i t i a t i v e s have sought to improve the 
incent ives for investment in the Industrial s ec tor and 
encourage a s h i f t towards exports and away from domestic 
markets. 
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Ihe process of Industrial de -regu la t lon and 
s tructural reforms has been carried further during 
1992-93, and the d irect ion for future p o l i c y action 
has been firmly e s t a b l i s h e d . An experience I s gained 
and the economy begins to respond to the p o l i c y changes, 
the reforms w i l l be extended to other s e c t o r s . Consolidation 
of these reforms by way of ensuring t h e i r imple:nentatlon 
and removing anomalies w i l l be focussed upon. The role 
of s ta te governments Is c r l t l c l e l In t h i s regard. 
Fiscal and Monetary Policy Measures: 
A number of measures were I n i t i a t e d In the Budget 
and the monetary p o l i c i e s to revive Indus tr ia l growth. 
I ) . Ihe Budget for 1992-93 announced TERMS \inder 
which 60 percent of foreign exchange earnings 
are allowed to be converted at market rate of 
exchange. Consequently to t h i s . Import of a l l 
raw mater ia l s , components and c a p i t a l goods for 
use In the manufacturing sec tor , barring a few 
in a small r e s t r i c t e d l i s t , would be f r e e l y 
allowed as long as the importer obtained the 
required foreign exchange from the market. I h l s 
has great ly f a c i l i t a t e d acces s t o imported capi ta l 
goods, technology and raw m a t e r i a l s . Trade pol icy 
was l i b e r a l i s e d and the r e s t r i c t e d l i s t of imports 
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pruned s u b s t a n t i a l l y . All intezmedlate goods, 
Indjustrlal raw materials« components and spare 
parts are now on the Open General Licence ( i . e . 
Importable without l i c e n c e ) . 
l i ) » "The peak Import t a r i t t was brought down from a 
maximum of 150 per cent to 110 per oent, thereby 
reducing c o s t s of Imported industr ia l inputs . 
Hates of import dut i e s on projec ts , c a p i t a l goods 
general machinery were s u b s t a n t i a l l y reduced. 
Ihe Export Promotion Capital Goods (EPOG) Scheme 
made c a p i t a l goods importable at 25 per cent and 
15 per cent duty as long as the importers agreed 
7 
to f u l f i l a s t ipu la ted export commitment." 
i l l ) . Ihe f l o o r l e v e l of In teres t rate on ccmmerclal 
bank advances was reduced by 2 percentage po in t s 
in two s tages in March and October 1992* 
I v ) . Ihe c a p i t a l market was l i b e r a l i z e d and Government 
cwi tro l over c a p i t a l i s sues withdrawn. The o f f i c e 
of the Control ler of Capital Issues was abol i shed . 
The S e c u r i t i e s and Exchange Board of India (SEBI) 
has been converted into a s t a t u t o r i l y empowered 
Board t o regulate the functioning of c a p i t a l 
market and stock exchanges. Companies are now free 
t o pr ice t h e i r equity i s sues at t h e i r own r i sk and 
a t se l f -determined^remia, vdthln the gu ide l ines 
7 . A Report of Economic Survey 1992-93, Govt, of India, 
Ministry of Finance, Economic Divis ion, N^w Delhi , p . Ijt3« 
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l a i d down by SEBI for Investor protect ion* 
v ) • Taxation of cap i ta l gains was restructed t o 
allow for Inf la t ion accounting. Double taxat ion 
of partnership firms was abolished and f inanc ia l 
a s s e t s such as e q u i t i e s and debentures were 
exempted from wealth t a x . Ihese f i s c a l measures 
have Improved the Incent ives for Industr ia l 
Investment and encouraged flow of resources 
towards Industry. 
Foreign Investment: 
A number of measures have been put in place to 
a t t r a c t foreign Investment. 
I ) . "Under the new Industrial Pol icy, approvals for 
foreign d i r e c t Investnaent up to 51 per cent of 
equity in spec i f i ed h i g h - p r l o r l t y Industr ies 
were to be given automatically subject to Hie 
condit ion that the dividend payments should be 
balanced by export earnings over a s p e c i f i e d 
period of t ime. This condit ion of dividend 
balancing was withdrawn In respect of a l l foreign 
Investment approvals except for some n o t i f i e d 
constiiner goods Indus tr i e s . The l i s t of h i g h -
p r l o r l t y Industr ies where foreign investments upto 
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51 per cent were allowed automatical ly was revised, 
r a t i o n a l i s i n g the e a r l i e r grouping and adding new 
Items. The software Industry Is now Included in 
the l i s t . " ® 
1 1 ) . Automatic approval of RBI for ra i s ing foreign equity 
upto 51 per cent w i l l be ava i lab l e tot (a) companies 
wishing t o ra i se foreign equltr^ as part of an expansion 
programme In the h i g h - p r l o r l t y companies predominantly 
engaged In hlgh>prlorl ty Industr ies t o ral«e the 
equity base without an expansion programme. Such 
companies can Issue equity abroad at pr ices determined 
by the shareholders by a s p e c i a l r e so lu t ion . 
111 ) . Approvals for foreign Investment and foreign technology 
agreements had a condit ion e a r l i e r prohibit ing the 
use of foreign brand name or trade mark In goods 
sold in the domestic market. This r e s t r i c t i o n has 
s ince been withdrawn. 
I v ) . Foreign Exchange Regulation Act 1973 (PERA) was 
s u b s t a n t i a l l y l i b e r a l i s e d through an Ordinance 
promulgated by the President on 8 January, 1993. 
All r e s t r i c t i o n s on FERA companies in the matter 
of borrowing funds or r a i s i n g depos i t s in India as 
well as taking over or c r e a t i n g any i n t e r e s t In 
8. A RpDort of Economic Survey* O p . c i t , ,p ,124. 
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business In Indian companies have been removed, 
Indian companies and Indian nat ionals are now 
allowed to s t a r t j o i n t ventures abroad and accept 
d i rec to r sh ips In overseas companies, FERA companies 
are also exempted from r e s t r i c t i o n s on the 
establishment of branches l i a i son off ices and 
acquis i t ion of the whole or a par t of any undertaking 
or company In India carrying on business In t rade , 
commerce or Industry excepting ag r i cu l t u r a l and 
p l a n t a t i o n s , 
v ) • Non-Resident Indians (NRI) and Overseas Corporate 
Bodies (OCB) predominantly owned by them are 
allowed to Invest up to 100 per cent foreign equity 
In h l c ^ - p r l o r i t y and other indust r ies with f u l l 
benef i ts of r epa t r i a t i on of capi ta l Invested and 
Income accruing thereon. Investment by NRIs upto 
100 per cent on ful l r epa t r i a t ion bas i s Is a lso 
allowed In export houses, t rading houses, h o t e l s 
and tour ism-rela ted Indus t r i e s . 
National Renewal Fund; 
"The National Renewal Fund (NRF) has been opera t lon-
a l l s ed . A sum of Rs, 200 crore had been earmarked for the 
fund In the 1991-92 budget. This has been supplemented by 
a substant ia l Input of IDA resources, a t concejS.^lonal ^ ' " ^ 
( -s 
I n t e r e s t r a t e s t o t h e t une of R s . 500 c r o r e in 1 9 9 2 - 9 3 , 
I h e f i r s t t r a n c h e of t h e s e r e s o u r c e s h a s been r e c e i v e d . 
Ano the r R s . 500 c r o r e w i l l be a v a i l a b l e from IDA d u r i n g 
1 9 9 3 - 9 4 , I h e o b j e c t i v e s of t h e NRF a r e : 
i ) . t o p r o v i d e a s s i s t a n c e t o f i r m s t o c o v e r t h e c o s t 
of r e t r a i n i n g and r e d e p l o y m e n t of emp loyees 
a r i s i n g a s a r e s u l t of m o d e r n i z a t i o n and t e c h n o l o g i c a l 
u p g r a d a t l o n of e x i s t i n g c a p a c i t i e s and from 
I n d u s t r i a l r e s t r u c t u r i n g , 
1 1 ) . t o p r o v i d e f u n d s f o r c o m p e n s a t i o n t o employees 
a f f e c t e d by r e s t r u c t u r i n g o r c l o s u r e of i n d u s t r i a l 
u n i t s , b o t h i n t h e p u b l i c and p r i v a t e s e c t o r s . 
i l l ) . t o p r o v i d e f u n d s f o r employment g e n e r a t i o n schemes 
in t h e o r g a n i z e d and x inorganized s e c t o r s i n o r d e r 
t o p r o v i d e a s o c i a l s a f e t y n e t f o r l a b o u r , I h e 
d e p a r t m e n t of i n d u s t r i a l deve lopmen t , which 
a d m i n i s t e r s NRF; h a s now t a k e n up the f i r s t s e t 
of c a s e s r e l a t i n g t o t h e N a t i o n a l T e x t i l e C o r p o r a t i o n 
U n i t s . - ^ 
•"Die Government of I n d i a announced New I n d u s t r i a l 
P o l i c y i n J u l y 1991 which c o n t a i n s t h e f o l l o w i n g f o u r major 
d e c i s i o n s i n r e s p e c t of t h e p u b l i c s e c t o r * 
9 , A Repor t o f ' E c o n o m i c Survey* O D . c i t . , p p . 1 2 4 - 2 5 . 
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1) . Reduction Is the l i s t of Indus t r ies reserved for 
the public sector from 17 to 8 and Introduced 
se lec t ive competition In the reserved area . 
I I ) , Disinvestment of shares In PSEs to ra i se resources 
and encourage wider pa r t i c ipa t ion of general public 
and workers Is the ownership of the public sector 
e n t e r p r i s e s . 
I l l ) . Policy for sick public en t e rp r i s e s to be as tha t 
for the pr ivate sec tor . 
I v ) . Improving performance through the performance 
contrac t or Mamorandum of Understanding (MOU) 
System by which managements are to be granted 
grea te r autonomy and held accountable for resul ts , •• 
Ihe policy was further e laborated In the s ta tenent 
made by the Prime Minister In Parliament on 2o December 1991 
In which he s ta ted tha t while the mixed economy system wil l 
continue In the country no further na t iona l i s a t i on would be 
res tored to ; tha t there will be reduced budgetary support 
to sick or po ten t i a l ly sick public en te rp r i ses with a view 
to e l iminat ing I t as ear ly as poss ib le ; but t ha t while 
dealing with sickness, huunan hardship would be avoided 
to the extent possible through the National Renewal Fund, 
10, A Report of Econorr.i c Survey* o p . c l t , , pp.143-45. 
The Indus t r i a l Policy statement opened up nine 
of the 17 Indus t r ies h i t h e r t o reserved for the public 
sec tor for pr iva te Investment and p a r t i c i p a t i o n . TJils 
s tep I s expected to augment the flow of Invest lble resources 
to p r i o r i t y sec tors and a t the same time enhance 
competitiveness and eff iciency In the sec to r s . While 
the mixed character of our economy wil l remain, public 
sec tor un i t s wil l focus more on s t r a t e g i c areas In 
keeping with the orglnal In t en t ion . 
Ihe Eighth Plan v i s u a l i s e s an Important role for 
an autonomous and e f f i c i e n t publ ic sector In providing 
e s s e n t i a l In f ras t ruc tua l and s t r a t e g i c support for 
achieving the targeted ra te of econcxnlc growth during the 
plan period (1992-97). 
Ihe Plan Document enumerates the following policy 
I n i t i a t i v e s In t h i s regard* 
1 ) . Restructuring Involving modernization, r a t i o n a l i s a t i o n 
of capacity, product-mix changes and se lec t ive 
e x i t and p r i v a t i z a t i o n . 
I I ) , Increase In autonomy and performance accountabi l i ty 
throuc^ an e f fec t ive system of MOUs between 
adminis trat ive min i s t r i e s and public en te rp r i ses 
launched since the seventh Five Year Plan. 
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111). Changes In management In spec i f ic en te rp r i se s to 
promote leadership , resourcefulness and Innovation. 
Iv) • A major e f fo r t by the State Governments to 
streamline the working of t h e i r public sec tor 
en te rp r i ses whldi are beset with Interference 
and adhoc Investment and «nployment decisions* 
v) . Technological upgradatlon through an Integrated 
Research and Development e f fo r t and import of 
technology. 
v l ) • Re-orlentat lon of approach In Minis t r ies and other 
Government agencies corresponding to l i b e r a l i z a t i o n 
and dismantling of regulat ions (price, d i s t r i b u t i o n . 
Investment and import controls) to develop a new 
I n s t i t u t i o n a l capabi l i ty to f a c i l i t a t e operaticm 
of market forces , o rches t r i sa t ion of Integrated 
Research and Development e f for t and evolution of 
consensus and par tnership among various s t ake -
holders . 
"Public en te rp r i se s cons t i t u t e a major na t iona l 
capabi l i ty of t h e i r sca le of operations, coverage of the 
nat ional economy, technological c apab i l i t i e s and stock of 
human c a p i t a l . There are over a thousand public en te rp r i se s , 
about 700 of which are owned by the S ta t e s . The r e s t are 
In the Central Sector . These Include departmental undertakings 
h?. 
( e .g . Railways, Post and Telecommunications), Financial 
I n s t i t u t i o n s ( e .g . the State Bank of India) , the Indust r ia l 
Finance Corporation of India, the Unit Trust of India 
and the Indus t r i a l Development Bank of Ind ia ) , and non-
departmental en te rp r i ses or Government companies or 
corporat ions which are e i t h e r Incorporated under the 
Company Law (e .g . , the Steel Authority of India and the 
Indian Petrochemical Corporation Ltd.) or s ta tu tory created 
by Acts of Parliament (e .g . . Coal India, Air Itardla, Indian 
Air l ines and the National Thermal Power Corporat ion). 
Non-departmental en te rpr i ses account for 75 per cent of 
value addit ion, more than 50% of gross Investment and 
about a th i rd of the t o t a l employment in PSEs. PSEs contribute 
the e n t i r e output in the case of petrolexim, l i g n i t e , copper 
and primary lead, about 9*?% of Zlnk, well over 90% of 
coal ; more" than half of s t ee l and aluminium and about 
one th i rd of fe r t i l izers .** 
Reorientat ion in Policy and Current Measures? 
Governments in the past have undertaken organiz-
a t iona l improvements in Public Sector Enterpr ises (PSEs) 
based on the recommendation of expert committees sudi as, 
es tabl ishment of Holding Companies and the system of 
11 . A Report of Economic Survey 1-992-93, Government 
of India, Ministry of Finance, Economic Division, 
New Delhi, pp. 144-45. 
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Memorandum of Understanding (MOU), and reference of 
sick un i t s to the Board of Indus t r i a l and Financial 
Reconstruction (BIFR) . Though these have resul ted In 
some Improvement, a comprehensive ire form of public 
en te rpr i ses was considered necessary to bring PSE operat ions 
In consonance with the overal l s t ruc tu ra l changes and 
the macro-economic s t ab i l i z a t i on programme I n i t i a t e d by 
the present Government. The d e s i r a b i l i t y of public sector 
reforms has been emphasized by the need to r a i se the 
productivi ty of cap i t a l resources employed and to reduce 
the size of the f i s c a l de f i c i t In successive budgets. As 
Is evident from Table 6, the budgetary support as percentage 
of the t o t a l plan outlay of the public en te rpr i ses has 
s ign i f ican t ly come down. While t h e i r plan Investment has 
gone up by about 25 per cent In 1992-93 (BE) over 1991-92 
(RE), the share of budgetary support In t he i r plan Investment 
has come down from 23.52 per cent to 18,62 per cen t . Ih l s 
trend may get strengthened In the coming years following 
the res t ruc tur ing of public en te rpr i ses leading to higher 
in ternal resource generation and mobilization of la rger 
volumes of extra-budgetary resources . 
b 
TABLE NO .3-6 
P u b l i c E n t e r p r i s e s : P l an I n v e s t m e n t and Budget S u p p o r t 
Year P l an I n v e s t - E q u i t y Loan Budge t S u p p o r t 
ment T o t a l Sha re of 
p l a n I n v -
e s t m e n t 
(1) (2) (3) (4) (6) (6) 
R s . Crore P e r c e n t 
1991-92 (BE) 30783 .10 4 5 3 9 . 8 4 2289 .35 6 8 2 9 . 1 9 2 2 . 1 8 
1991-92 (RE) 29421 .22 4185 .02 2735 .24 6 9 2 0 . 2 6 2 3 . 5 2 
1992-93 (BE) 36750 .15 4 3 6 7 . 3 3 2476 .74 6 8 4 4 . 0 7 18 .62 
SOURCEs A R e p o r t of Economic Survey 1992-93 , Government of 
I n d i a , M i n i s t r y of F i n a n c e , Economic D i v i s i o n , 
New D e l h i , p . 148 
The key e l e m e n t s of t h e s t r a t e g y f o r t h e r e f o r m of 
p u b l i c s e c t o r i n c l u d e : s t r e n g t h e n i n g m a n a g e r i a l au tonomy; 
p r o m o t i o n of p r i v a t e s e c t o r c o m p e t i t i o n In a r e a s w h e r e 
s o c i a l c o n s i d e r a t i o n s a r e p a r a m o u n t ; r e d u c t i o n In b u d g e t a r y 
s u p p o r t t o pxib l lc e n t e r p r i s e s In v iew of s e v e r e b u d g e t a r y 
c o n s t r a i n t s , and I n c r e a s i n g d i v i d e n d payments t o e n s u r e 
a d e q u a t e r e t u r n on G o v e r n m e n t ' s e q u i t y ; p a r t i a l d i v e s t m e n t 
of e q u i t y i n s e l e c t e d e n t e r p r i s e s t o m o b i l i z e n o n - f l a t l o n a r y 
r e s o u r c e s and t o widen px ib l l c and p r i v a t e s e c t o r p a r t i c i p a t i o n 
In p u b l i c s e c t o r In o r d e r t o I n t r o d u c e a g r e a t e r s e n s e of 
a c c o u n t a b i l i t y ; r e s t r u c t u r i n g o r c l o s u r e of u n v i a b l e e n t e r p r i s e s 
h r 
and creat ion of a safety net to pro tec t the I n t e r e s t s of 
workers. 
Several i n i t i a t i v e s In pursuance of the above 
s t ra tegy have been taken. Besides del imita t ion of areas 
for Industry reserved for the public sector announced in 
the Indus t r i a l Policy Statement of July 1991 from 17 to 8, 
measures for encouraging private Investment (both domestic 
and foreign) have been announced, In power generat ion; In the 
explorat ion, d r i l l i n g and ref ining of o i l and In u t i l i s a t i o n 
of na tura l gas , These would also be f a c i l i t a t e d by the 
comprehensive amendments In the Foreign Exchange Regulation 
Act (FERA) and the signing by the Govezmment of the 
Mul t i l a t e ra l Investment Guarantee Agency (MIGA) conventICMI, 
Memoranda of Understanding (MOU): 
"Strengthening of the ex i s t ing system of monitoring 
public en t e rp r i s e s annually through MOUs i s an important 
element of the present policy, Ihe system of MOUs was 
introduced in 1988-89 on the recommendations of the 
Committee to Review the Policy for Public Enterpr ises 
(chaired by Arjun Sengupta) and was not i f ied In 1989-90. 
Ihe MOUs Is an e f fec t ive Interface between the Government 
and the public en t e rp r i s e management for ensuring operat ional 
autonomy for the l a t t e r with corresponding accountabi l i ty 
for r e s u l t s . I t I s designed to remove frequent Interference 
bU 
by Government. The MOU spe l l s out the mission, object ives 
and annual t a rge t s of an e n t e r p r i s e . Each t a rge t Is assigned 
a weight corresponding to I t s p r i o r i t y* Target achievement 
Is based on a five point scale ranging from "excel lent" to 
"poor". In addition, an MOU Imposes ce r ta in obl igat ions 
on both sides for progxresslve performance Improvement 
f inanc ia l , physical and q u a l i t a t i v e . In order to Impart 
fa i rness In evaluat ion, a Hlgh-Powered Committee was 
const i tu ted In 1988 under the chairmanship of the Cabinet 
Secretary. An Adhoc Task Force (ATF), comprising of experts 
with relevant experience, was a l so se t up to help the 
Department of Public Enterpr ises In ve t t ing MOUs a t the 
commencement of the year and evaluat ing them a t i t s c l o s e . 
I t s assessment i s placed before the Hlgh-Powered Conunlttee. M12 
"During 1990-91, 23 publ ic en te rpr i ses signed MOUs 
with t h e i r administrat ive m i n i s t r i e s . I he l r performance 
evaluation categorised 14 of them as excel lent , e igh t as 
very good and one as poor. In 1991-92, 71 en te rpr i ses (with 
35 subs id iar ies ) signed MOUs; in 1992-93, 120 en te rp r i se s 
(with 44 subs id iar ies ) have been Ident i f ied for t h i s purpose. 
The weight of prof I t - r e l a ted c r i t e r i a for 1992-93 was ra i sed 
to a minimum of 50 percent . The performance budget and MOU 
ta rge t s are to be synchronised; MOU ta rge t s wil l have t o 
r e f l e c t an Improvement over the previous years* Plan or 
Budget t a rge t s In order to be rated as very good. The ATF 
12. A Reoprt of '^ iconomic Survey^ O p . c l t . , p.149, 
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has also been strengthened with the Induction of two fu l l time 
members of the Public Enterpr ises Selection Board (PESB). 
A review of the ex i s t ing delegat ion of powers to the public 
en te rp r i se s with a view to granting them greater operat ional 
autonomy was also taken up, ' ..13 
Reference of Sick Units to BIFRt 
"In pursuance of the announcement made a t the time 
of the presentat ion of the Union Government's Budget for 
1991-92 the Sick Indus t r i a l Companies (Special Provisions) 
Act, 19Q5 was amended In December 1991 to enable chronically 
sick public en te rpr i ses to be referred to the Board for 
I ndus t r i a l and Financial Reconstruction (BIFR) for r a t i o n a l -
i z a t i o n . A de ta i led process of consultat ion with labour 
representa t ives a t the na t ional and s t a t e l eve l s was also 
s t a r t e d so as to broaden and strengthen the consensus for 
r a t i ona l i za t i on of these e n t e r p r i s e s . 
The scheduled Indus t r ies In the public sec tor v*ilch 
sa t i s fy the conditions of sickness under the Act, namely, 
seven years of Incorporation, complete erosion of ne t worth 
and two years of continuous cash losses , will be referred 
to the BIFR. As on 31 December 1992, 91 Indus t r i a l companies 
In the publ ic sector had been referred to BIFR. Out of these, 
9 cases were rejected a t the stage of r eg i s t r a t i on and 11 were 
13. A Report of Economic Survey, Op . c l t . , p.149, 
S'^  
under scrutiny of the Board, leaving effect ive r e g i s t r a t i o n 
at 71 . Of the r eg i s t e red companies, 3R belong to the Centre 
and 33 to the S t a t e s . 
"An I n t e r - m l n l s t e r l a l committee has looked in to 
various problems in the res t ruc tur ing of the publ ic sec tor 
and a progranune of action Is being dravm up In l i g h t of I t s 
r epor t . This, I n t e r a l i a , would envisage the desired lega l 
changes to f a c i l i t a t e the process . Ihe NRP wi l l finance 
re t ra in ing and redeployment schemes and compensate the 
displaced workers. Sick pxibllc en te rpr i ses would be among 
the f i r s t users of t h i s fund. In the Central Budget for 
1991-92 a provision of Rs. 200 crore was made for the NRF 
v^lch will be supplemented by the sale of equity in publ ic 
enterpr ises of up to Rs. 1000 crore in 1992-93. Additional 
funding of NRF with a l loca t ions from IDA to the tune of 
Rs. 500 crore In 1992-93 and a s imilar amount for 1993-94 
has also been secured. Reforming of public sec tor along the 
above mentioned l i n e s marks a major break In economic po l i cy . " 
The pxibllc sector , which In the pas t contributed v i t a l l y to 
the development of c ruc ia l Infras t ructure and bas ic industry, 
will continue to play a key ro le In our economy. But the 
problems of many of the loss-making en te rp r i ses , which absorb 
a very subs tan t ia l amount of our resources, must be addressed 
t o . Ihe present approach Imparts due s e l e c t i v i t y In investment 
14, A Report of Economic Survey/ Op.ci t . #pp. 151-52. 
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In the publ ic sector in terms of economic and social 
d e s i r a b i l i t y and promotion of competition and accountabil i ty 
to Infuse eff ic iency In resource use by encouraging pr iva te 
sector to en te r areas t i l l recently reserved for the 
public s e c t o r . Closure of several chronical ly sick and 
loss-making en t e rp r i s e s Is a lso e s s e n t i a l . I t would cause 
s t r a i n s on some sect ions , but I n s t i t u t i o n a l mechanism are 
being evolved to ensure tha t the socia l cost of such 
readjustment Is minimized. 
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P u b l i c Sec to r e n t e r p r i s e s In U t t a r Pradesh occupy 
a p l a c e of p r i d e wi th t h e i r p r o l i f e r a t i o n i n expansion o f 
p u b l i c s e c t o r a t a r a t e which i s unique* unprecedented i n 
the economic h i s t o r y of the s t a t e * has s e t the pace of 
economic development in t h e r i g h t d i r e c t i o n . There a r e 
24 Cen t ra l p u b l i c e n t e r p r i s e s i n U t t a r Pradesh* which were 
en tered in the s t a t e ' s economy in February* 1955* wi th the 
e s t a b l i s h m e n t of Naini I n d u s t r i a l Bs ta te by NSIC to p r o -
v i d e i n f r a s t r u c t u r e f a c i l i t i e s to small s c a l e i n d u s t r i e s , 
" o i l and Natura l Gas Obmmission came i n t o fonnat ion in 1955 
was l a t e r converted i n t o a s t a t u t o r y body in October 1959." 
T h e r e a f t e r , 2 u n i t s in the f i f t i e s , 9 u n i t s in s i x t i e s and 
9 u n i t s between January 1970 to October 1974 were e s t a -
b l i s h e d . During 1978, UPDPL and PICUP were i n c o r p o r a t e d . 
High t e n s i o n ceramic i n s u l a t o r f a c t o r y of BHEL in 
S u l t a n p u r was incorpora ted in February 1989. The concen-
^* Oi l & Natural Gas Corr.m5ssion, Pookle t publish'?d by 
P u b l i c R e l a t i o n D e r t t . of C!^C, May 1976, p . 6 . 
91 
t r a t ion of public sec tor in some towns shows preferences 
of the Government to develop these a reas . There a re 
about 12 Central publ ic Sector uni t s located in Kanpur, 
Allahabad and Lucknow alone. Mathura, Jhans i , Oorakhpur 
and Rae Bareli e t c . * a re the o ther d i s t r i c t s where the 
Central Government has more u n i t s . The backward d i s -
t r i c t s of the s t a t e have drawn the a t t en t ion of the Centre 
and so far eight operat ing en te rpr i ses were established 
in these areas , A number of p ro jec t s of crores of 
rupees are about to be completed in the S t a t e . Hence/ 
the Central Government i s paying i t s serious a t tent ion 
to develop Uttar Pradesh through es tabl i sh ing publ ic 
sec to r u n i t s . 
Apart from these Central en te rpr i ses / "the S ta te 
en terpr i ses in Ut tar Pradesh consisted of 50 publ ic Under-
takings by the end of December, 199 2. There were only 10 
enterpr i ses by the end of 1967 and 17 by the end of 1972. 
Their number sharply rose to 53 by 1977 and further to 
61 by 1988 and 65 up to 1991. But now the s i tua t ion tos 
been changed and number of pub l i c sec tor enterpr ises has 
M O 
decreased continuously due to unsatisfactory performance 
shovm by the public sector enterprises of Uttar Pradesh. 
Presently the 50 Oorporatlons are viorklng under the 
Uttar Pradesh Government. These 50 enterprises Incorpora-
ted under different categories^ I . e . , 42 enterprises were 
Incorporated under the Indian Qoonpanles Act 1956, 4 enter-
pr i se s , i . e . , Uttar Pradesh s ta te Electric i ty Board, Uttar 
Pradesh s t a t e Road Transport ObrporatitMi, Uttar Pradesh 
State Warehousing Oorporation and Uttar Pradesh Financial 
CbrporatltMi was Incorporated under Vis his ht Kendrlya 
Adhlnlyan (special Central Act) and 3 enterprises, i . e . , 
Uttar Pradesh Jal Nigam, Uttar Pradesh Forest Oorporatlcx) 
and Uttar Pradesh Avas Evam Vlkas Board were incorporated 
under 'Special State Act and Uttar Pradesh State Employees 
Welfare Oorporatlon was Incorporated under Societ ies 
2 Registration Act XS,60," 
The Uttar Pradesh State ^iterprises are mainly 
functioning in the area of developmental and promotional 
a c t i v i t i e s unlike the Central public sector units which 
are predominantly manufacturing and trading in nature. 
2. Prabandh, A Quarterly Journal on Management, Bureau of 
Public Enterprises, Jawahar Bhavan, Lucknow, p.42. 
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Central public sector enterprises have been established 
mostly in accordance with the industrial pol icy resolutions 
of the Government of India. State enterprises are mostly 
e i ther old units run by the Government departments or 
extension of departmental services. 
The State enterprises have been established t 
Tto provide infrastructural f a c i l i t i e s in various 
sectors l i k e Agriculture* Handicrafts, Handloom* 
Industries e t c . 
To manage the public u t i l i t y system. 
To safeguards and expand enployment opportunities 
and divers i fy the State's productioD potential 
in terms of value added. 
To up l i f t and help the economically weaker section 
of the soc iety and minorities. 
The basic philosophy for establishing these s tate 
enterprises i s to bring about a result oriented cost benefit 
anproach to the developmental a c t i v i t i e s , accelerate growth 
in different sectors of the economy through specialized 
'3f 
agencies and ,£lnally to eaae the burden on atates financial 
resources through use of Inst i tut ional finance* Setting 
up of these numerous public enterprises reveals the s tate 
Government Interest and intentlcm to bring about rapid 
all-round growth of the State with i t s meagre resources. 
The Uttar Pradesh public sector enterprises have 
been c lass i f i ed into following eight groups : 
Table '-Hit Shows the c lass i f icat ion of public Enterprises 
in Uttar Pradesht 
S.l<fc>. Groups No.of Entezprises 
1. Energy 
2» Manufacturing 
3. Service 
4. Financial Assistance 
5. Sectoral Development 
6. Area Development 
7. Minorities and Weaker Sections 
8. Obnst ruction 
2 
5 
8 
3 
17 
2 
8 
5 
Total 50 
SOURCE; prabandh/ A Quarterly Journal on Managements 
Sarvajanik udyam Bureau* U.P, Lucknow, Oct. 92 
to March 1993. 
or ! ) ! 
Energy le an Important sector within State enterprises, 
einploying the major chunk of s tates resources. In addition 
to the Stat*> Electr ic i ty Board. And another Uttar Pradesh 
Alparthak Evam Laghu Jal vidyut Nigam Ltd. , which i s yet to 
be started. 
Major enterprises under manufacturing group are 
sugar* t e x t i l e , cem&it etc . while cement units were e s ta -
blished to u t i l i z e the lime stone deposits available in 
Mirzapur d i s t r i c t , sugar units are the results of take over 
of s ick sugar units from private sector in 1971. Texti le 
Obrporation was s e t up to provide cotton yam to the hand-
loom weavers scattered over the State as the entire yarn 
requirement of Uttar Pradesh was being met by the units 
outside the state* 
"in the service sector there are enterprises l i k e 
U.P.S.R.T.C., Jal Nigatfn, Warehousing ODiporation etc . All 
the enterprises are public u t i l i t i e s providing essential 
and basic amenities to the c i t izens of the State . These 
enterprises account for more than 25 per cent of the total 
enployment in the State enterprises. There are 3 enter-
yr, 
prleee in the financial and promotional category namely 
U.p.P.C., P.I.C.U.P, and Panchayati Raj Vitta Nlgam. The 
f i r s t two are engag«=d in providing financial assistance in 
the Industrial development of the State and have done 
exceedingly well and remained as top performers vl8«-a->vl8 
their counterparts in other s t a t e s . Their good performance 
over a period of time wi l l place the State on the industrial 
map of the country. Panchayati Raj Vitta Nlgam provides 
assistance to Panchayati Raj Institutions and contributes 
3 
to the development of small scale rural Indus tr ies ••• 
There are 17 sectoral development corporations which 
have been established to cater to the specif ic needs of the 
different sectors of the industry in the State. Enterprises 
in the f ields l ike brassware^ leather and handloom have 
helped the small and poor artisans who were being e3q>lolted 
by the prevalent trade practlcesthrough inpartlng training, 
providing raw materials and marketing their produce. 
Uttar Pradesh Electronics Oarporatlon has been se t 
up for the development of the electronics industry. I t 
3 . A Handbook of U.p. State Public Sector Enterprises, 
Bureau of Public Enterprises, Jawahar Bhavan, Lucknow, 
1987, p . m . 
y? 
i s not only competing with other electronice units in the 
country spec ia l ly In consumer electronics anri oomouter hard-
ware but has been working as a developmental agency in this 
v i ta l sunrise industry. I t has been able to establish and 
attract a number of electronics compon^t Indus tries« which 
wi l l go long way in the overall development of the State. 
Similarly, for exploitation of mineral resources of the 
State and developing f isheries / tourism, forest wealth, 
separate corporations have been set-up. To a s s i s t the cane 
growers, four corporations have been set-up on the basis to 
provide financial assistance for procurement of seed, f e r t i -
l i zers and pest ic ides etc . 
Area or Divisional development corporations are con-
centrating on the development of the revenue divisions through 
sett ing up of units based on available raw materials and to 
ass i s t the local talents in establishing small scale units . 
For the development of economically weaker sections 
i . e . , the scheduled caste and scheduled tribes and minorities, 
8 Oorporations have Oeen set up to evolve spec i f i c schemes 
for their upliftment especial ly in the areas of financial and 
housing, imparting training etc . 
'J-^  
"There are 5 units under the construction sector. 
Two construction corporation which are off-shoot of the 
State public works department have been established to 
develop coRpetltive strength, not only in the works of the 
State but also to undertake Jobs outside as contractors. 
These corporations i . e . * Bridge and Nlrmao Nlgam have been 
developed by not only completing the works assigned by the 
State in time as far as poss ible but have also been able to 
secure contract works through bidding outside the State. 
Bridge Cbrporation has been able to secure foreign contract 
works too, though there have been some setback due to Iran* 
4 Iraq war in the Gulf." 
Besides, local development authorities in tovms* the 
uttar Pradesh Avas & Vikas Nlgam has been setup recently speci-
f i ca l l y to construct houses for pol ice personnel of U.P, State 
in the time bound framework. 
Another enterprise U.p.s . l .D.C. i s already engaged in 
providing developed plots and sheds for Industrial purposes. 
4. A Handbook of u.p. State EJiterprises, Op.ci t . , p. iv 
'jn 
invegtment In publ ic Enterprlaes of Uttar Pradesh: 
"Total investment on the wtnle in 50 undertakings 
in a l l reepect in 1990-91 was Rs. 10308.65 crore and t h i s 
amount has increased upto Rs, 11673,63 crore in 1991-92. So , 
Rs.01364.98 crore has been increased which i s 13.24 per cent 
of the t o t a l increased amount in comparison to previous year 
(1990-91) ."^ 
Government Investment; 
"Total Central Government investment in a l l these 50 
enterpr ises of U.p. was fc. 164.81 crore in 1990-91 which has 
been increased upto te. 177.97 crores in 1991-92. Thus the 
Central Government has increased i t s investment upto Rs.13.16 
6 
crore which i s 7 .98 per cent in comparison to previous year." 
"Total s t a t e Government investment in a l l these 50 
enterpr i ses was fc. 6623.97 crores in 1990-91 which has been 
increased upto fc. 7734.74 crores in 1991-92. Thus the S t a t e 
Government increased amount i s 1110.77 crores which i s 16.77 
7 
per c&nt In conparison to previous year." 
5 . Prabandh - October 92 to March 9 3 , A Quarterly Journal 
on Management, Bureau of Public EJiterprises, U.P.Lucknow. 
6 . I b i d . , p .43 
7 . I b i d . , p.43 
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EiTtployment In Uttar Pradesh public Sector 
giterp r i s e s : 
"The t o t a l employm^it in S ta te enterpr i ses In 1990-91 
was 2#53,152 which has been decreased I . e . # 2,52,64C« by 
1991-92. Thus the number of employed persons has been decrea-
8 Bed I . e . # 506 In oonparison to previous year." 
"The t o t a l enploym^it in S ta te enterpr i ses was 2#52/646 
upto 1991-92 of t h i s more than 37 per cent was accounted for 
by UPSEB and UPSRTC s e c t o r and res t of the efiployees in other 
sec tor ." 
A b r i e f and indiv idual review of 50 n u b i l e s e c t o r units 
of Uttar Pradesh S t a t e has he&n given as below : 
Energy Enterprises; 
The «iergy en terpr i se s include two which are being 
discussed below : 
1) Uttar Pradesh S t a t e E l e c t r i c i t y Board; 
Uttar Pradesh S t a t e E l e c t r i c i t y Board was es tabl i shed 
In April 1/ 1959 in persuance of provisions of e l e c t r i c i t y 
(supply) Act 1948 and was entrusted with the r e s p o n s i b i l i t y 
8 . Prabandh, Op.c i t .« p . 46 
9 , I b i d . , p .46 . 
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of promoting a ooordinated defvelopment of generation^ trans-
mission, distribution and supply of e l e c t r i c i t y within the 
State of Uttar Pradesh in the most economical and e f f l c i o i t 
manner. The registered o f f i ce of the board i s situated at 
'Shakti Bhavan' Lucknow, U.p.s.E.B. i s functional in charac-
ter and comprises the following seven members as per the Act; 
1) Chairman and member Administration 
2) Member (Thermal) 
3) Member (Hydro and Transmission) 
4) Member (Distribution) 
5) Member (Finance and accounts) 
6) Secretary Energy, Uttar Pradesh Govt (Ex-officio) 
7) Secretary Finance, Uttar Pradesh Govt(Ex-offlclo) 
"The total investment of Uttar Pradesh State Electri -
c i ty Board was Rs. 6972.00 crores in 1990-91 and fe. 8039.94 
crores in 1991-92. So, 15.32 per cent have increased in 
comparison to previous year. The Board has an establishment 
strength of about one lakh eo^loyees, including dai ly %#age 
enployees, starting from the lowest level of the ski l led 
worker to the highest level of chief ^igineer." 
10. Prabandh, Op.cit . , p. 46 
ju: 
2) Uttar Pradesh Alparthak Evam Laghu Jal 
Vldyut Hiqam Limited; 
Uttar Pradesh Alparthak Evam Laghu Jal Vldyut Nlgani 
Limited (Uttar Pradesh Mlcro-mlnl Hydroelectric Gorporatlon 
Limited) a government company registered under companies 
Act, 1956 and was incorporated on 15th April, 1985 with an 
authorised capital of Rs. 10 erores. The Board of Directors 
of the Nlgam consists of 8 directors Including Chairman, 
Managing Director and Secretary. This Nlgam Is yet to be 
started. 
Manufacturing Enterprises: 
1) Uttar Pradesh State Agro'-lndustrial Oorporatlon Ltd. 
The Uttar Pradesh State Agro-Industrial oorporatlon 
Limited was Incorporated on 27th March 1967 with an authorised 
capital of ts. 5 crores and paid up capital of Ks. 3 crores. 
The registered o f f i ce of the Gorporatlon i s situateci at 22, 
Vldtan Sabha March, Lucknow. The maximum strength of the 
Board of Directors has be«i fixed at 19, "The total strength 
of enployees i s 2500 including dal ly wage enployees upto 
1991-92."^^ 
11. Ibld.pH 
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2) Uttar Pradesh S t a t e Cement Oorporation Limited; 
I t was Incorporated aa a publ ic l imited company on 
29th March, 1972 under the Qampanles Act, 1956 and was 
granted a c e r t i f i c a t e of convnencem^it of business on March 
30 , 1972 with a reg i s tered o f f i c e a t Chcfrk, D i s t r i c t Mlrza-
pur. The Oorporation a l s o has equity par t i c ipa t ion In two 
j o i n t sec tor uni ts v i z . , Uttar Pradesh Asbestors Limited 
and Northern Indian Gas Oo,, Limited. The t o t a l atr^igth 
of the Board of Directors are rtomlnated by the Governor of 
Uttar Pradesh. The other d i rec tors are experienced persons 
from industry, nominees o f f inancia l i n s t i t u t i o n s . 
"The to ta l number of personnel i s 5609 including the 
12 d a i l y wager employees upto 1991-92." 
3) Uttar Pradesh Sugar Oorporation Limited: 
"This Obrporation was Incorporated as a pub l i c l imited 
con^any on March 26, 1971 to manage a few s i c k sugar m i l l s 
taken over by the Uttar Pradesh Government, under sugar under-
takings (Acquis i t ion) Act, 1971, I n i t i a l l y 5 sugar m i l l s 
came under the Oorporation. At oresent the corporatlcm owns 
12. Ib id , p 1,6 
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35 sugar m i l l s as i t s u n i t s . The Board of Directors of 
the Corporatlon oonrprlees of 8 members Including chairman, 
a Managing Direc tor and a Jo in t Managing Direc tor . Further, 
13 there are General Managers In each of the Uni t s ." "The 
14 t o t a l s t rength of the employees l e 30,000 upto 1991-92." 
4) Uttar Pradesh s t a t e T e x t i l e Oorporatlon Limited; 
"The UPSTC was I n i t i a l l y Incorporated as a pr ivate 
l imited company on 2nd December 1969, and was converted Into 
a publ i c l imited company on 24th December 1973." The 
reg is tered o f f i c e of Corporation i s located a t 137^sarvoday 
Nagar,. Kanpur. The Oorporation i s managed by a Board of 
Directors c o n s i s t i n g of 12 d i r e c t o r s . The Board includes 
d i r e c t o r s from varied d i s c i p l i n e s e . g . representat ives of 
f inanc ia l i n s t i t u t i o n s , banks and otherwise t echn ica l ly quail* 
f led personnel . 
The others are apoolnted by the Board o f Directors on 
nomlnatlon/recoiiffnendatlon of the Uttar Pradesh Government. 
The to ta l s t rength of the employees i s 14366 including d a l l y 
wage enployees upto 1991^92. 
13. A Handbook of U . P . s t a t e Puklic Sector B i t e r p r i s e s , 
Op.c l t . , p. 41, 
14. O f f i c i a l Source, O p . c l t . , Jawahar Bhavan, Lucknow. 
15. A Handbook o f U,P. S ta te Public Sector Diterprlses 
O p . c l t . , p . 6 0 , 
I or, 
5) The Indian Turpentine & Rosin Oompany Limited: 
I t was setup In 1918 by the Uttar Pradesh Forest 
Department, The management of the company was transferred 
by the S t a t e Government to a syndicate of p r i v a t e entrepre-
neurs who subsequently transferred the managing agency of 
the coiipany to Shrl J . P . sr lvas tava & Sons of Kanpur. They 
managed the a f f a i r s of the conpany t i l l 1947, then the n»ana-
gement was again taken over by the Uttar Pradesh Government. 
The company I s managed by a Board of Directors cons i s t ing of 
10 members, other members of the Board are representat ives 
of the i n d u s t r i e s , f inance, labour and forest department* 
The t o t a l s trength of the employees i s 627 upto 1991»92. 
Service Enterprises; 
1) Uttar Pradesh Development System Qprporation; 
I t was es tabl i shed in 1977 on the assumption o f that 
dec i s ion makers and managers are not only in need of g e t t i n g 
r e l i a b l e information about various facts of t h e i r e x i s t i n g 
and new concerns, but a l so about the scope for inproving 
the e f f i c i e n c y of i n v e s t m ^ t and q u a l i t y of serv ices , through 
the introduct ion of s u i t a b l y ta i lored s c i e n t i f i c management 
p r a c t i c e within the procedures la id down by the government. 
]ijr. 
The Corporation was regis tered under sect ion 617 
of G&mpanles Act, 1956 on 15th March, 1977. The regis tered 
o f f i ce of the Oorporatlon Is a t 9 , s a ro j l n l Naldu Marg, 
Lucknow. The Secretary of Planning Department of Ut ta r 
Pradesh Government Is the ( e x - o f f l d o ) Chairman of the 
Oorporatlon. At present there a r e about 15 Directors on 
the Board. The to t a l s t r eng th of the efi^loyees i s about 
173 Including da i ly wages employee upto 1991-92. 
2) Ut tar Pradesh Government Enployees Welfare 
Oorporatlon: 
"The Uttar Pradesh Government Biployees Welfare 
Oorporatlon has he&n r eg is te red under the Socie t ies Regis-
t r a t i o n Act, I860 (Act XXI of 1860). I t Started i t s bus i -
ness on 3rd May, 1965." The Head Office i s s i tua ted a t 
Jawahar Bhavan, Lucknow. The Chief Secretary i s the ex-
o f f i c l o Chairman ass i s ted by a fu l l time Executive Director 
of the Obrporatlon. in addi t ion there a re five o f f i c i a l 
Directors on the Board. The t o t a l s t rength of the employees 
i s about 1603 including d a l l y wagers upto 1991-92. 
16, A Handbook of U.p. S t a t e Public Sector Enterpr ises , 
O p . c i t . , p . 65 . 
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3) y t t a r Pradesh State Food and EBsenttal 
Ootntnoditlea Oorworatlon Limited; 
The ODrporatlon i s a government company under sec t ion 
617 of the Oompanies Act, 1956. I t was incorporated on 
October 22* 1974 and i t s registered o f f i c e i s located at 
17/ Gokhale Marg# Lucknow* The Gbtporation has about 11 
d i rec tors inc luding a f u l l time managing Director and p a r t -
time n o n - o f f i c i a l Chairman. The Board of Directors cons i s t 
o f the representat ives of the food and c i v i l s u p p l i e s , 
cooperat ive , f inance, i n s t i t u t i o n a l f inance, planning, 
bureau of s t a t e enterprises and o ther departments of Uttar 
Pradesh Government. The strength of the employees i s about 
1112 Including d a i l y wagers unto 1991-92. 
4) Uttar Pradesh Ja l Niqam; 
Uttar Pradesh J a l Nigam was es tabl i shed under an Act 
of l e g i s l a t u r e (Uttar Pradesh Water Supply and Sewerage Act 
No. 43 of 1975) in 1975-76. The Head quarter of the corpora-
t ion i s located a t 6, Rana Pratap Marg, Lucknow. The Chairman 
as wel l the members of the Board of Directora are nominated 
by the S t a t e Government. There are ten members on the Board, 
bes ides a f u l l time Chairman and a f u l l time Managing Director . 
l U ^ 
The total strength of emoloyeee ie 9938 Including daily 
wagers upto 1991^92, 
5) Uttar Pradesh Nalkoop Nlgam Limited; 
Uttar Pradesh Nalkoop Nigam Limited was incorporated 
under the Oompanles Act 1956 on 25th May 1976. The reg is tered 
o f f i c e of the Corporation i s located a t B-718 Sector C, Mate*> 
nagar« Lucknow. The conpany i s managed by a Board of Directors 
comprising of ten d irec tors inc luding a Chairman and a f u l l 
time Managing Director . The t o t a l s trength of en^loyees Is 
864 including d a i l y wagers upto 1991-9 2. 
6) Uttar Pradesh S t a t e Road Transport Oorporation: 
"With a view to provide conformable and economic 
transport and a l s o to aid allround development in the S t a t e . 
Uttar Pradesh Govemm^it Roadways was s e t up in May, 1947. 
Under the Road Transport Corporation (UPSRTC) Act i t was s e t 
up on 1 s t June 1972/ and the Uttar Pradesh Government Itoad-
17 
ways was merged with t h i s Oorporation." The Head Off ice 
of the Corporation i s a t Terhi Kbthi near r iver bank Colony, 
Lucknow. The Corporation i s managed by Board o f Directors 
which has 15 members including Chaixman and f u l l time Managing 
17, AHandbook of U.p. State Publ ic Sector Enterprise , 
O p . c i t . , p . l l 4 . 
l O H 
Director . The Cbrporatlon i s divided in to four zones v i z . . 
Northern Zone/ Central Zone/ Eastern zone and Western zone. 
By the end of 1991-92/ the t o t a l s trength of enployees i s 
57693 including d a i l y wagers. 
7) Uttar Pradesh Small indus tr i e s Oorporation L t d . : 
Uttar Pradesh Small indus tr i e s Oorporation Ltd, was 
s e t up on 13th June, 1958. This Gbrporation i s a government 
company within the meaning o f s ec t i on 617 of the Ootap&niee 
Act/ 1956. The regis tered o f f i c e of the Oorporation I s a t 
110/ Industr ia l Bstate , FazalganJ / Kanpur. At present there 
are about ten members on the Board of Directors including 
the Chairman and the Managing Director . The to ta l s t rength 
employees i s 432 upto 1991-92. 
8) Uttar Pradesh s t a t e ^><&rehouslnq OPrporatlon; 
The Gbrporation was establ ished on March 19/ 1958 
under the Central Act of Agricul ture Produce (Development 
and warehousing) Corporation Act/ 1956 which was l a t e r on 
r ^ l a c e d by the warehousing Gbrporation Act/ 1962. The 
share cap i ta l i s equal ly subscribed by the C ^ t r e and S t a t e 
Governments. The reg i s tered o f f i c e of the Oorporation i s 
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at Isa Nagar Pa lace , New Hyderabad, Lucknow. There are 
11 Directors on the Board Including Chaliman and a f u l l time 
Managing Direc tor . Out of these 5 are o f f i c i a l members and 
remaining 6 are n o n - o f f i c i a l members. The t o t a l s trength 
of emoloyees i s 1947 up to 1991-97 Including d a i l y wagers. 
Financial Enterpr ises : 
1) Uttar Pradesh Financial Qprporation (UPFC); 
UPFC was s e t up cm November 1 s t , 1954, by the Uttar 
Pradesh Government under the S t a t e Financial Cbrporation 
Act, 1951. The Headquarter i s located a t 14 /88 , Civ i l Lines , 
Kanpur. The general superintendence/ contro l and d i r e c t i o n 
of the Cbrporation r e s t in the board of d i r e c t o r s . The Board 
comprises four nominees of the s t a t e Government, two nominees 
of IDBI, one nominee of RBI and four Directors e l ec ted to 
represent scheduled banks, insurance companies/investment 
t rus t /o ther f inanc ia l i n s t i t u t i o n s , cooperat ive banks and 
share holders . 
The Managing Director i s appointed by the Uttar 
Pradesh Government and i s whole time o f f i c e r of the Goroora-
t i o n . The t o t a l s trength of cmoloyeee i s 1220 unto 1991-92 
including d a i l y wagers. 
in 
2) The Pradeshiyja Industrial & Investment Cbrporatlon 
of Uttar Pradesh Limited (PICUP) t 
"It was s e t UD as a Publlc,Llmlted,aDmpany on March 
29,1972 by the Uttar Pradesh Government for the promotion 
of medium and large s c a l e Industr ies in the S t a t e . The 
18 Cbrporatlon Is popularly knovn as PICUP," The regis tered 
o f f i c e o f the Cbrporatlon i s located at PI CUP Bhavan, Goroti 
Nagar, Lucknow, The Board of Directors include 15 d irec tors 
including a part - t ime Chairman and a f u l l time Managing 
Director , other d irec tors are eminent persons from industry 
and government. The Chief secre tary of the Uttar Pradesh 
Government i s the part- t ime Chairman of the Oorporation. The 
to ta l enployees s trength i s 380 upto 1991-92 including d a i l y 
wagers. 
3) Uttar Pradesh Panchayati Raj Vi t ta Evam Vikas 
Nigam Limited: 
"This Cbrporatlon was es tabl i shed as a Government 
publ ic Ooinpany under s ec t ion 617 of the Oompanles Act , 1956. 
I t was reg i s tered on Aoril 24, 1973 and the c e r t i f i c a t e for 
19 
commencement of business was obtained on, 19th January 1974." 
The reg i s tered o f f i c e of the company i s s i tuated a t B-77, 
18, A Handbook o f U.P ,State Pub,Sector 'aiterorises ,Op ,c l t , , p . l 4 3 , 
19. I b i d , , p,154 
n: 
Nlrala Nagar* Lucknow. The Board of Directors c o i s i a t s 
of 12 d i r e c t o r s , to look a f t e r the In teres t s of the 
Corporation a t d i s t r i c t l e v e l . The to ta l s trength of 
employees i s 54 upto 1991-92. 
Area Development Enterprises: 
1) Garhwal Mandal Vikas Nigam Limited; 
Garhwal Mandal Vikas Nigam Limited was registered 
and incorporated under the Gonpanies Act# 1956 on 31at March 
1976, but i t a c t u a l l y s tar ted functioning with e f f e c t from 
1s t November 1976. The reg i s tered o f f i c e o f th i s Oazporatlon 
i s now s i tuated a t 741/Rajpur itoad, Dehradun. I t has a sub-
s i d i a r y by the name of Garhwal Anusuchit Janja t i Vikas Nigam 
Limited as two j o i n t s e c t o r u n i t s , v i z . , Venus Cement Limi-
ted Rani Pokhari, D i s t r i c t Dehradun and Delhi Airtake S e r v i c e 
De lh i . The Secretary o f h i l l development of Uttar Pradesh 
i s the part-t ime Chairman of the Corporation. There i s 
a l so a fu l l - t ime Managing Direc tor . The to ta l s trength of 
the employees i s 952 upto 1991-92 including d a i l y wagers. 
2) Kumaon Mandal Vikas Nigam Limited; 
This Nigam prev ious ly known as Uttar Pradesh Parvatiya 
Vikas Nigam Limited was s e t Op on 30th March 1971 under the 
n:i 
Oompaniee Act , 1956, The regis tered o f f i c e of the ooR^any 
I s s i tuated a t Sachlvalaya Bhavan, N a i n i t a l . There I s a 
n o n - o f f i d a l Chainnan of the Oorporation a f u l l time Mana-
ging Direc tor , The maximum strength of the Board of 
Directors i s 15 and the t o t a l s trength of employees i s 
742 upto 1991-92 including d a i l y wagers. 
Sectora l Development D i t erpr i s e s ; 
1) y t t a r Pradesh s t a t e Brassware Obrporatlon Ltd; 
Uttar Pradesh s t a t e Brassware O&rporation Limited 
was incorporated as a Government Obnpany within the meaning 
of Sect ion 617 o f the Oompanies Act , 1956 on February 12, 
1974. The regis tered o f f i c e of the Gbrcxsration i s a t 
Moradabad, 
There are in a l l n ine Directors including the Chair-
man and Managing Director . The Chairman of the Oorporation 
i s n o n - o f f i c i a l person. The execut ive author i ty r e s t s with 
the Managing Director who i s a s s i s t e d by the General Manager, 
Deputy General Manager, Senior Accounts O f f i c e , Cbnpany 
Secretary , Marketing Manager, Finance Manager, Projec t Mana-
ger , Maintenance Diglneer, production Manager and other 
11'; 
personnel . The t o t a l s trength of the e*nployees in the 
Oorporatlon la around 250. 
2) Uttar Pradesh Bhuml Sudhar Nlgaiti Limited: 
Uttar Pradesh Bhumi Sudhar Nigam Limited was incorpo-
rated on March 30, 1978 under the Obropaniee Act, 1956. The 
c e r t i f i c a t e for oonvnencement of business was granted on 
June 22, 1978. The registered o f f i c e of the Obrporation i s 
a t B-16, Sector-H, A l i g a n j , Lucknow. 
The Obrporation has a f u l l time Chairman and Managing 
Director. At present , there are e ight members on the Board 
of Directors , The t o t a l s trength of the employee i s 154 
including d a i l y wagers upto 1991-92. 
3) Uttar Pradesh Electronics Oarporation Limited: 
Uttar Pradesh Electronics Obrporation Limited (UPEC) 
was incorporated in 1974 as a State Government undertaking 
and commenced operat ions as a subsidiary o f the Pradeshiya 
Industr ia l and investment Obrporation of u . p , Limited(PlCUP). 
As a r e s u l t of i t s increased operat ions , UPEC was delinked 
from i t s parent body in June 1976 and assumed an autonomous 
Jir, 
s t a t u e . The U.p. Electronics Corporation Limited thus 
came i n t o being as an apex body in 1976 and was registered 
under the Obrnpanies Act, 1956. The registered o f f i c e of 
the corporation i s located a t C»B. Gupta^ Nav Chetna Sadan, 
10 Ashok Marg, Lucknow-226001. 
There are a t present 10 Directors on the Board of 
a technical d i r e c t o r 
the Cbmpany including a whole time Managing D i r e c t o r , / t h e 
pr inc ipa l Secretary i n d u s t r i e s , the pr inc ipa l Secretary 
Finance and the spec ia l Secretary planning. The Gbrporation 
en^loy near ly 80 oersonnel unto 1991-92. 
4) Uttar PradejBh E?cport Oorporation Limited; 
U.p. Ejcport Gbrporation Limited was incorporated as 
a p u b l i c l imited company on January 20, 1966 under the 
Companies Act, 1956, The regis tered o f f i c e of the Oorpora-
t ion i s located a t B-27, Sarvodya Nagar, Kanpur. 
The Secretary, Small and V i l l a g e industr ie s Deptt. 
Government of Uttar Pradesh i s the Ex-of f ic io Chairman of 
the Oorporation. There i s a f u l l - t i m e Managing Director, 
The present s trength of the Board of Directors i s eleven 
including the Chairman and the Managing Director . The to ta l 
s t r©ig th of the employees i s 550 including d a i l y wagers 
upto 1991-92. 
] in 
5) U t t a r I>rade8h t t CDrTX)rationi 
U.p, Forest Gbrp'^^''f.lon was const i tu ted on November 
25« 1974 under an ordinance vrhich was l a t e r replaced ^y the 
u . p . Forest oozporation Act* 1974, Under th i s Act, the 
u .p . Forest Corporation has b e ^ const i tuted as a local 
Authority, The Head o f f i ce i s a t B-932 Sector-B* Mahanagar* 
Lucknow. 
The U.p. Forest Cbrporation i s a s t a t u t o r y corporation, 
wholly owned by Government of Ut tar Pradesh. I t i s managed 
through a Board of D i r ec to r s , constitufed by the Government. 
There a r e 9 menibers on the Board including a non-off ic ia l 
Chairman and a fu l l time Managing Direc tor . Mostly the 
senior o f f ice rs of the Qbiporatlon have been taken on deputa-
tion and a j u n i o r l e v e l s , s ta f f has been recru i ted d i r e c t l y . 
The to t a l s t r eng th of regular en^loyees i s 8030 including 
da i ly wagers, upto 1991-92. 
The Managing Direc tor a t Head Office i s ass i s ted by 
Geieral Manager (Product ion) , FA & CAO, Personnel Manager 
and Marketing Manager and to manage f ie ld a c t i v i t i e s , , t h e r e 
are two General Managers separa te for Hi l ls and P l a in s , 
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asslstecl by Regional Managers. As on 3Jet March 1987 
there were 32 logging D i v i s i o n , 18 s a l e s Div i s ions and 109 
timber s a l e depots in various parts o f the S t a t e . 
6) U.P. S t a t e Handloom Oprporatioa»Litnltedt 
Uttar Pradesh s t a t e Handloom Gbrporatlon Limited 
was incorporated as Government Obmpany on January 9, 1973 
under the Oompanies Act, 1956 on the recommendations of 
•Ram sahay Ayog* s e t up by the S t a t e Government. The 
Cer t i f i ca te of Oommencement of business was Issued on J a n . , 
22, 1973. The regis tered o f f i c e i s a t Hathkargha Bhavan, 
G.T. Road, Kanpur. 
At present there are nine members of the Board of 
Director including the Chairman and the Managing Director . 
The to ta l s t rength o f the employees i s 14366 including 
d a i l y wagers upto 1991-9 2. 
7) U.P. S t a t e Leather Development & Marketing 
Oorporation Limited; 
The U.P. S ta te Leather Developm^it & Marketing 
Cbrporation Limited i s a Government (Publ ic) Oonpany under 
jn 
the Oonpanles Act 1956. I t was registered in February 
1974 for speedier and stuzdier development of leather 
industry. The registered o f f i ce of the Oorporation i s at 
16/58-A/ Sadar Bhatti Road, Agra, 
At present there are 7 (Tieinbers in the Board of 
Directors including one part-time Chairman who i s the 
Oommissioner and Director of industries and a ful l time 
Managing Director, The total employees strength i s 223 
up to 1991-92, 
8) U,P, State Mineral Development Corporation Ltd. 
U,P, s t a t e Mineral Development corporation Limited 
(UPSMDC) was incorporated as a Govemroeit Company on March 
13, 1974, The registered o f f i ce of the Cbrporation i s 
located at •PRAGATE KE3©RA* (Ilnd Floor), Kapoorthala 
Oornmercial Oon^lex, XLlganj., Lucknow-226020, 
At present there are 13 members on the Board of 
Directors including chairman and a full time Managing 
Director, Principal Secretary Industries , Government of 
Uttar Pradesh i s a part-time Chairman. The Managing 
iin 
Director of Oorporation i s a l so the Special Secretary, 
Industries in the Government. The s trength of employees 
i s 921 upto 1991-92. 
Uttar PraJesh Matsava Vikas Ltd . , 
9) Uttar Pradesh Matsya Vikas Nigam Limited was incor -
porated on October 27, 1979 under Section 617 of the 
Cbmpanles Act, 1956. However, the c e r t i f i c a t e of oorwneice-
m^it of business was obtained on October 1, 1980. The 
regis tered o f f i c e of the Nigam i s a t 12-B, Mall Avenue, 
Lucknow. 
The Minister o f s t a t e for Fisheries Department, 
Government of Uttar Pradesh, i s the e x - o f f i c i o Chairman and 
j o i n t Secretary, Matsay Utpadan* Government o f Uttar Pradesh 
i s the part - t ime Managing Director of the Nigam. B e s i d e , 
there are 7 other Directors including two n o n - o f f i c i a l s on 
the Board of Directors o f t h i s Nigam. At headquarter the 
MD i s a s s i s t e d by Manager (F in . & Accounts), Obmpany 
Secretary. The technica l s t a f f i . e . . General Manager 
(Fish Production), Chief Project Engineer, Execut ives / 
Managers (Construction) / (Seed Production), and F i sher ies 
Executives are on deputat ion from the State F i sher ies 
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Deoartment anci I r r i g a t i o n Deoartment. However, s teps 
are underway to develop in house e x p e r t i s e in the above 
f i e l d s . The to ta l s t a f f s trength i s 271 upto 1991-92. 
10) U.P. pashudhan Udypq Niqam Limited; 
Uttar Pradesh Pahudhan Udyog Nigam Limited was 
incorporated on March 5 , 1975 under the Ocjmpanies Act# 1956 
and i t obtained the c e r t i f i c a t e to commence business on 
April 11, 1975. . The o f f i c e o f the CJorporation i s located 
a t Central Dairy Farm, Aligarh-202122. 
On formation of the Nigam the U.P. Govemm^t t rans -
ferred i t s Central Dairy Farm, Aligarh with a l l i t s indus-
t r i a l a c t i v i t i e s to th i s Nigam on 15th May, 1975 as per 
Uttar Pradesh Govemmeit Order No.29-3{32)Twelve-E-869 
dated 14 .5 .1975 . The Central Dairy Farm was establ ished in 
the year 1899 by the l a t e Shri RSward Keventer. The U.p. 
Government had purchased i t in the year 1948 for fc. 8.75 
lacs in working order. The main objec t of the government 
in purchasing i t had been to make a v a i l a b l e to the consumers 
of our country nourishing milk products , pork and meat 
products e t c . of e x c e l l e n t q u a l i t y . 
IL'J 
There, i s a non-o f f i c ia l Chairman ant3 a fu l l time 
Managing Direc tor . At present there are 3 members on the 
Board inc luding the Chairman and the Managing Director.The 
to ta l s t rength o f employees i s 436 upto 1991-92. 
11) U.P. S t a t e Tourism Development corporation Ltd. 
Uttar Pradesh s t a t e Tourism Development Corporation 
Limited was incorporated on August 5/ 1974 under the Obit^anies 
Act, 1956« with a view to provide maximum p o s s i b l e lodging 
and wayside f a c i l i t i e s to the v i s i t o r s coming to S t a t e . The 
reg is tered o f f i c e of the Cbrporation i s a t Chitrahar Building 
3 , Naval Kishore Road, Lucknow. 
The Chairman of the Cbrporation i s a n o n - o f f i c i a l 
person and the Director Tourism/ U,P, i s the e x - o f f i c i o 
Managing Direc tor of the Cbrporation. There are 16 members 
on the Board of D irec tors , The tota l s t rength of eiTOloyees 
i s 618 upto 1991-92. 
12) Uttar Pradesh (Madhya) Ganna Beej Evam Vikas 
Niqam Limited; 
Uttar Pradesh (Madhya) Ganna Beej Evam Vikas Nigam 
Limited was reg i s tered under Section 617 of the Companies 
Act/ 1956, I t was Incorporated on August 27, 1975 and 
was issued c e r t i f i c a t e for commencement of business on 
December 15, 1975. The regis tered o f f i c e o f the Corpo-
ration i s located a t C-142/B-3, Mahanagar, Lucknow-226006, 
The area o f operation of this Obrporation i s spread over 
in the fo l lowing 15 d i s t r i c t s of Coitral Uttar Pradesh: 
Lucknow, s i t a p u r , Hardoi, Lakhimpur-Kherl, Barabanki, 
Gonda, Faizabad, Kanpur, Behralch, Jaunpur, Sultanpur, Rae 
Bare l i / Pratapgarh, Farrukhabad, and Mainpuri. 
The corporation i s managed by a Board o f Director 
duly const i tuted by the S ta te Government, Due representa-
tion on the Board has been given to came growers, sugar 
f a c t o r i e s , Agro Univers i t i e s e t c . Besides a part time non-
o f f i c i a l Chairman, Deputy Cane Commissioner i s the Vice-
chairman and there i s a fu l l time Managing Direc tor , who Is 
on deputation from Cane Development Department u ,p . At 
present , there are 12 members on the Board o f Directors 
including the Chairman. The t o t a l s trength of enployees 
i s 31 upto 1991-91. 
13) U.P.(Pashchim) Ganna Beej Evam Vikas Nigam Ltd. 
Uttar Pradesh (Pashchim) Ganna BeeJ Evam Vikas Nigam 
Limited was reg i s tered under Sect ion 617 of the Gbnpaniee 
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Act, 1956, and was incorporated on August 27, 1975. The 
c e r t i f i c a t e of commencement o f business was obtained on 
November 24 , 1975. The reg is tered o f f i c e of the Corpora-
t ion i s Situated a t 151 /1 -A . South Civi l Lines Muzaffar-
nagar U.P. The area o f operat ion i s spread over the 
e i g h t d i s t r i c t s o f western Uttar Pradesh, I . e . Muzaffar-
nagar, Meerut, Saharanpur, Dehradun, Bulandshahar, Allgarh, 
Mathur and Ghaziabad. 
The Cane Cbmmissioner Uttar Pradesh i s the par t - t ime 
Chairman and the Deputy Cane Ooimdssioner,Meerut to the part-
time Managing Director . The Board of Directors cons i s t s 
of 12 Directors including the Chairman, the Vlee-Chalrman 
and the Managing Director and representat ives of regional 
sugar f a c t o r i e s , cane growers . Agriculture Un ivers i t i e s e t c . 
The to ta l s trength o f the employees Is 16 upto 1991-92. 
14) U.P. (Poorva) Ganna Beej Evam Vikas Nigam Ltd. 
Uttar Pradesh (Poorva) Ganna Beej Evam VDcas Nigam 
Limited was registered under Gbmpaniee Act, 1956 on August 
27, 1975. The c e r t i f i c a t e of incorporation was issued 
on December 26, 1975. The area of operation o f the Nigam 
extends to nine d i s t r i c t s of eastern Uttar Pradesh comp-
r i s ing B a s t i , B a l l l a / Gazlpur, Gorak(pur, Deorla, Azam-
garh, Allahabad, Mirzapur and Varanasl. 
The Board of Directors cons i s t s o f 12 D i r e c t o r s . 
The Cane Obuimlssioner Uttar Pradesh i s the Chairman, Deputy 
Cane Goaimissioner Eastern Range (Ooraktpur) i s vice-Chaixman 
and the Managing Director ( f u l l time) i s a l so on deputation 
from cane Development Department. Two representat ives of 
Regional Sugar Fac tor ie s , Director Uttar Pradesh, Sugar 
Cane Research, reoresentat ive of Indian Sugar Cane Research 
I n s t i t u t i o n , r epres s ! ta t lve s of Finance Department of Uttar 
Pradesh, representat ives of Agricultural Univers i ty o f the 
region and 3 members of Sugar Cane Growers are appointed/ 
e l ec t ed D irec tors . The t o t a l number o f eftployees i s 20 
up to 1991-92. 
15) U.P. (Rohelkhand-Tarai) Ganna Beej Evam VDcas 
Niqam Limited: 
Uttar Pradesh (Rohelkhand-Tarai) Ganna Beej Evam 
Vikas Nigam Uttar Pradesh was regis tered under Sect ion 617 
of the Indian Companies Act, 1956 of 27th August, 1975 and 
the c e r t i f i c a t e of commencement of business was obtained 
on 24-11-1975. The area of operation of t h i s Corporation 
Is spread over the fol lowing nine d i s t r i c t s x 
1. B a r e l l l y , 2. P l l i b h i t , 3 . N a i n i t a l , 4, Bijnor/ 
5 . Moradabad, 6. Rampur, 7 . Budaun, 8. Etah and 
9 . Shahjahanpur. 
This Oorporation I s an undertaking o r Uttar Pradesh 
wherein 51 per c « i t shares have been contributed by the s t a t e 
Government and 49 per cent s tores by the progress ive cane 
growers of the Cane Unions of the nine d i s t r i c t s mentioned 
above. The reg is tered o f f i c e of th i s Oorporation i s s i tuated 
a t 26 and 27 H . I . G . B . D . A . Cblony (Opp.Tara Talkies) P.O. 
Shahamatganj, B a r e i l l y . 
There are 12 membeirs of the Board o f Directors 
including the Chairman. Due representation o f the Board has 
been given to Cane Growers, Sugar Fac tor ie s , Agricultural 
U n i v e r s i t i e s , Research Organizations e t c . Besides a p a r t -
time n o n - o f f i c i a l Chairman the Deputy Cane Q>mfni8Sioner 
B a r e i l l y region has been appointed as e x - o f f i c l o Vlce-Chair-
man. There i s a f u l l time Managing Direc tor , who i s on 
J2f. 
deputation from Cane Development Department, Uttar Pradesh, 
The total s trength of enployeee I s 22 up to 1991-92. 
16) "Uttar Pradesh Hi l l Electronics Cbrporatlon Ltd. 
17) Uttar Pradesh Poultry & Live stoc)c S p e c i a l i t i e s Ltd. 
These two Oorooratlons were incorporated as a oomoany 
under the Obmoanles Act, 1956, At present the t o t a l s trength 
o f the emtjloyees of these two Obroorations i s 148 upto 
20 1991-92." (Detailed Information i s not a v a i l a b l e regarding 
these two Oorporatlons). 
Weaker Sect ion & Minorit ies Development Enterprises; 
1) u t t a r Pradesh Anusuchit J a t i Vi t ta Evam VDcas 
Nlgam Limited; 
Uttar Pradesh Scheduled cas te Finance and Develop-
ment Corporation Limited was registered under Sect ion 617 
o f the Companies Act, 1956 and was incorporated in March 
1975. The registered o f f i c e of the Cbrporatlon i s s i tuated 
a t B-912, Sector-C, Mahanagar, Luclcnow. 
At present there i s a part time n o n - o f f i c i a l Chairman 
of the Cbmoration. There i s a f u l l time Managing Director . 
20. O f f i c i a l Source, Jawahar Bhavan, Lucknow, O p . c l t . 
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There are 15 members on the BoarcJ of Directors including 
the Chairman and the Managing Director . The Managing 
Director i s a s s i s t e d by three General Managers« Oixtpany 
Secretary and Senior Finance and Accounts o f f i c e r , in 
managing day-to-day a f f a i r s of the Obmpany at ooroorate 
o f f i c e and D i s t r i c t Managers in each d i s t r i c t to look 
a f t e r the f i e l d a c t i v i t i e s . The t o t a l s t rength of the 
employees i s 579 upto 1991-92. 
2) Tarai Anusuchit Janjat i Vikas Nigam Limited; 
Tarai Anusuchit Janja t i Vikas Nigam Limited was r e g i s -
tered under Sect ion 617 of the Cbttpanies ACt* 1956 as a 
Government Oonpany on August 2, 1975, The registered o f f i c e 
of the Obrporation i s located a t 4 6 / 3 , Gokhale Vihar Marg, 
Lucknow. 
The Nigaam i s headed by a Chairman who i s a l s o the 
Secretary , Harijan & Socia l Welfare Department, U.P. I t 
tes a f u l l time Managing Director from the IAS cadre. The 
Board of Directors has 7 members inc luding the Chairman 
and the Managing Director , Mostly the d i r e c t o r s represe i t 
Govemmeit Departments such as Planning, Finance, Social and 
Harijan Welfare, Forest e t c . The t o t a l s t rength of the 
employees i s 184 upto 1991-92. 
' ^ X 
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3) Uttar Pradesh Alp Sankhyak Vi t ta Evam Vlkae 
Nlgam Limited; 
U.p. Alp sankhyak Vi t t l ya Evam Vlkas Nigam Limited 
(U.p, Minorit ies Financial & Development Oorporation Ltd . ) 
was incorporated and regis tered under the Oompanies Act, 
1956 on 7 ,11 ,1984. C e r t i f i c a t e for the comm^cemtfit o f the 
business was issued on 27th December, 19B4. The reg is tered 
o f f i c e of the Oorporation i s located a t 7th Floor, Jawahar 
Bhavan, Lucknow. 
There are 8 Directors on the Board including the 
Chairman and the Managing D irec tor . In addit ion a represen-
t a t i v e of the Bureau of Publ ic Enterprises , U.P. and the 
Chairman of the U.P. Minorit ies Commission are a l s o inv i ted 
to attend the meeting of the Board as spec ia l i n v i t e e s . At 
present Managing Director i s a s s i s t e d by a General Manager, 
an addit ional General Manager, one Accounts Off icer and 10 
Field o f f i c e r s . The to ta l s t reng th of employees ia 43 upto 
1991-92. 
4) Uttar Pradesh ^aqf Vlkas Nigam Limitedi 
U.P, Waqf Vlkas Nlgam Limited i s a Government Company 
within the meaning of Sect ion 617 of oonpanies Act, 1956, 
'd') 
Cert i f i ca te o f Incorporation was given on Anrll 27, 1987, 
The Nlgam has been es tabl i shed mainly for developmeit of 
waqf p r o p e r t i e s . The reg is tered o f f i c e Is located a t 
7 /48 , Prag Naraln Road, Lucknow, 
The present Board of Directors of the Corporation 
comprises of e leven Directors representing various waqf 
i n s t i t u t i o n s , waqf Board and the Government Departments, 
besides a n o n - o f f i c i a l Chairman, the J o i n t Secretary Waqf 
U.P, Govemmeit i s a l s o the Ex-off lc lo Managing Directors 
of the Cbrporation. The Nlgam i s in i t s i n i t i a l s tage of 
establishment and t o t a l s t a f f s trength i s 17 up to 1991-92. 
5) "Uttar Pradesh ^^ omen Welfare Cbrporation Ltd. 
6) Uttar Pradesh Samaj Kalyan Nlrraan '^ igam Ltd. 
7) Uttar Pradesh Bhootpoorva Sainik Kalyan Nlgam Ltd. 
8) Uttar Pradesh Pichhri J a t l Vit ta Evam vikas Nlgam Ltd. 
These four Corporations were a l s o incorporated as 
a company under the CDmoanles Act, 1956. At present the 
to ta l s trength o f employees of these four Corporations i s 
21 
642 upto 1991-92". (And deta i l ed infortnation i s not a v a i l -
ab le regarding these Corporations). 
21. Un-of f i c ia l Sources. 
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1) U.P. s t a t e Bridge C3prporatlon Limited; 
U.p, s t a t e Bridge ODrporation Limited i s a Government 
Cbmpany within the meaning o f Section 617 of the Ooiipanlee 
Act , 1956 and was regis tered on October 18/ 1972. The 
corporation s tarted actual functioning from March 1 , 1973, 
The registered o f f i c e o f the Oorporation i s a t 16, Madan 
Mohan Malvlya Marg, Lucknow, 
The Secretary, P.w.D. i e the e x - o f f i d o Chairman of 
the Cbfiipany. other Directors are Secretary Planning, 
Secretary Finance, Engineer in Chief of PTO, Managing Director , 
u,p, Nlrnsan Migam and a fu l l time Managing Director o f the 
Ootnpany. The Managing Director i s a s s i s t ed by one Chief 
Engineer and four Regional Managers for the supervis ion o f 
work of the u n i t s . The headquarter o f f i c e c o n s i s t s of f i v e 
s ec t ions headed by; 
a) Financial Advisor for f inancia l matters and accounts . 
b) Planning Off icer for planning, monitoring and deve lop-
ment of bus iness . 
c) Secretary for a l l s e c r e t a r i a l and l e g a l matters of the 
Cbrporation. 
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d) Chief .Technical Off icer for procurement of machines 
and equlpiiien t s . 
e) Seriior Personnel Off icer for Personnel Managers, 
The Gbrporation i s managing i t s a f f a i r s with f i v e 
Regional o f f i c e s and t h i r t y f i e l d units of which two are 
located in Iraq and Nepal r e s p e c t i v e l y . The to ta l s trength 
of employees i s 1607 upto 1991-92. 
2) U.P. Rajkiya Nirman Wiqam Limited; 
"Uttar Pradesh Rajkiya Nirman Nigam Limited was 
incorporated on May 1, 1975 under Sect ion 617 of the Oonpanies 
Act/ 1956 and commenced i t s business in the month of Augusts 
22 1975." The registered o f f i c e of the Gbrporation i s s i tuated 
a t Ashok Marg (Near Nishatganj Bridge)* Lucknow. 
The Secretary , P . W . D . i s the e x - o f f i c i o Chairman of 
the Oompany, with a f u l l time Managing Direc tor . At present 
there are e leven Directors on the Board of Directors i n c l u -
ding the Chainnan and the Managing Director . The other nine 
Directors a r e Chairman U.P. J a l Nigam, Secretary Judic ia l 
22. O p . c i t . , A Hand Book of U.P. S t a t e Publ ic Sector 
Enterpr i ses , p .350. 
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and l e g a l Jlememb^rance to U.p, Government/ Englneer- in-
Chie£ U.P.P.W.D., J o i n t Secretary to Government of India , 
Ministry of Oommerce, Specia l Secretary to U.p. Government 
Planning Department, Managing Director U.p. s t a t e Bridge 
Corporation Limite-i/ J o i n t Secretary to U.P, Government 
Finance Departinent, Deputy Director , Central Building 
Research I n s t i t u t e , Roorkee, Chief Town & v i l l a g e Planner 
u . p , Oovemment, The t o t a l s trength of employees i s 1607 
upto 1991-92. 
3) u t t a r Pradesh Housing & Development Board; 
"U.p. Housing and Development Board was es tabl i shed on 
^ r i l 1, 1966 under the U.P. Housing and Developm^it Board 
Act, 1965. Under Section 3(3) of th i s Act, the Board has 
a l s o been categorised as a ' l o c a l Author i ty ' . The Head o f f i c e 
23 
of the Board i s located a t 104, Mahatma Gandhi Marg, Lucknow." 
The Chairman of the Board, normally a n o n - o f f i c i a l 
-member, i s appointed by the Government of Uttar Pradesh. There 
i s a l so a f u l l time Chief Executive Of f i cer , who i s designated 
as Housing Oommissioner. The strength of the Board i s 
23. O p . c i t . , A Hand Book o f U.P. S t a t e Publ ic Sector 
Enterpr i ses , Lucknow, p .355 , 
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twelve inc luding the Chairman and Fbuaing Qonvnlssioner. 
There are f i v e n o n - o f f l d a l members on the Boerd appointed 
by the S t a t e Oovemroeit two from the S t a t e Lagle lature 
(one from each house)/ one representat ive from the Nagar 
Mahapallka and two other n o n - o f f i c i a l s . The Secretar ies of 
Finance/ Housing and Local Se l f Government Department of 
u . p . Government/ Director C.B.R.I. Roorkee/ Chief Town and 
country Planner, U.P, and Managing Director / J a l Nigam are 
a l l e x - o f f i c i o members of the Board, So far the Board has 
es tabl i shed 10 c i r c l e s and 57 d i v i s i o n s in d i f f e r e n t parts 
of the S t a t e , The t o t a l s t r « i g t h of employees i s 3724 
including d a i l y wagers upto 1991-92. 
4) y . P , S t a t e Industr ia l Development Oorporation Ltd, 
"U.P, S t a t e Industr ia l Development Oorporation Limited 
i s a Government company registered under the Companies Act/ 
1956. I t was incorporated in March 1961. The registered 
o f f i c e of the Oorporation i s a t 117/130 sarvodya Nagar/ 
Kanpur-208005.* "* 
The Secretary/ Industr ies Deoartment/ i s the t>art-
time Chairman of the Corooration. In add i t ion , the Board 
24. O p . c l t . / p .359 . 
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has 17 Directors Including a f u l l time Managing Director . 
The to ta l s trength of the emoloyees i s 649 upto 1991-92. 
The Cbrporation has f i v e Regional o f f i c e s a t Kftnnur, Agra, 
Bare l l l y / Ghaziabad and Lucknow and 8 Engineering construc-
tion d i v i s i o n s at d i f f e r e n t p laces in Uttar Pradesh. 
5) Uttar Pradesh P o l i c e Ayas Nigam Limited; 
"Uttar Pradesh P o l i c e Avas Nigam Limited i s a Govern-
ment Oompaiy within the meaning of Section of 617 of Gbmpanles 
25 
Act/ 1956, I t was reg i s tered on March 27/ 1987." The r e g i s -
tered o f f i c e o f the Cbrporation Is located a t A-81/ Vijay 
Khand-2/ Gomti Nagar* Lucknow, 
At present there are 7 members on the Board o f 
Directors / including the Chalrman-cum-Managing Director . 
The Chalrman-cum-Managing Director i s the Chief Executive 
who i s a s s i s t e d by General Manager (Finance) , General 
Manager (Adm.) General Manager (Oonstructlon) and by other 
s t a f f in managing the day to day a f f a i r s of the Obmoration. 
"At present the to ta l s t rength of emoloyees i s 133 ur>to 
1991-92."^^ 
25.A Han:3book of UP Sta te Enterpr i se s ,Op .c i t . , p ,368 , 
26. O f f i c i a l Source. Jawater Bhavan, Lucknow, O p . c l t . 
lar. 
Inapl te of a l l these e f f o r t s Uttar Pradesh ia one 
of the i n d u s t r i a l l y backward s t a t e o f India, A number of 
measures have been taken to boost up i n d u s t r i a l i z a t i o n in 
the S ta te in accordance wi th the indus tr ia l p o l i c y of the 
government. In the s i x t i e s the Planning Commission divided 
the whole Uttar Pradesh i n t o 39 backward and 17 non-back-
ward d i s t r i c t s on the b a s i s of the l e v e l of indus tr ia l 
27 development." 
The Government has es tabl i shed the fol lowing coordi-
nating agencies for i n d u s t r i a l development s 
1) Direc torate o f Industr ies 
2) Pradeshiya I n d u s t r i a l and Investm«it Cbmoration 
of Uttar Pradesh (PICUP) 
3) Uttar Pradesh S t a t e Industr ia l developmoit 
ODrtoration (UPSIDC) 
4) Uttar Pradesh Small Industries development 
Cbrporation (UPSIDC) 
5) Uttar Pradesh Financial Corporation (UPFC) 
6) Uttar Pradesh Agro-industrial Cbrporation. 
27. Tiwari* R.T.^ "Opoortunity Structure and i n d u s t r i a l i z a t i o n 
of backward areas in Uttar Pradesh." Indian Journal o f 
Industr ia l Re lat ion , Vol . 1 9 ( 2 ) , Oct. 8 , p . 211. 
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The Government has a lso undertaken d i f f e r en t steps 
with a view to put the S ta te on the i ndus t r i a l map of the 
country. The growth and development of In f ras t ruc tu re l i f e* 
power, t r anspor t , and roads, f inancial support , banking were 
given higher economic p r i o r i t y with a view to give a proper 
di rect ion to the overa l l economic development of the S t a t e . 
The Government of the Sta te as well as Central 
Government have t r i ed to play a dominant ro le in the indus-
t r i a l development of the S t a t e , through publ ic s ec to r en ter -
p r i s e s , but the attainment of the objec t ive has not been 
completely s a t i s f a c t o r y , even thei t he i r inpac t on the deve-
lopruent of backward regions and providing in f r a s t ruc tu re to 
both the publ ic and p r iva t e sectors i s a s u b s t a n t i a l con t r i -
butions and from the socia l audi t point of view t h e i r per-
formance cannot be rated as low. The next chapter deals 
with performance evaluation of some of these en terpr i ses 
in d e t a i l . 
CHAPTER - IV 
UTTAR PRADESH PUBLIC SECTOR UNDERTAKINGS AS 
A MEANS OF DgygLOPMENT 
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CHAPTER -IV 
UTTAR PRADESH PUBLIC SECTOR UNDERTAKINGS 
A3 A M^ yvNS OF DEVELOPMENT 
As d i scussed e a r l i e r the p u b l i c Sec to r has grown in 
u , p . du r ing every s u c c e s s i v e p l an t i l l 1990. In the f o r t h -
ODming paragraphs a d e t a i l e d s t u d y of some s e l e c t e d p u b l i c 
s e c t o r under tak ings has been htade to h i g h - l i g h t t h e i r 
impact on t h e developmental a c t i v i t i e s in U.P. 
U.P. Small I n d u s t r i e s Cbrpora t ion Limited; 
This Oorooration was s e t up in 1958 as a S t a t e P u b l i c 
under tak ing to p rov ide the fol lowing main f a c i l i t i e s to SSI 
u n i t s of the S t a t e : 
(1) Procurement and d i s t r i b u t i o n o f raw m a t e r i a l . 
(2) Supply of machinery on h i r e p u r c h a s e . 
(3) Import A s s i s t a n c e Scheme. 
(4) P a r t i c i p a t i o n in J o i n t Venture P r o j e c t s . 
(5) Marketing A s s i s t a n c e Scheme. 
The c o r p o r a t i o n ' s a u t h o r i s e d c a p i t a l i s Rs. 500 c r o r e s . 
I t s p r e s e n t pa id -up c a p i t a l anounts to Rs. 1,92 c rores fo r 
t r ad ing a c t i v i t i e s . The Cbrporat ion a v a i l s cash c r e d i t 
13^. 
tor rowings from banks . The performance of the Obrporat ion 
has r e s u l t e d in ea rn ing p r o f i t s as mentioned below t 
TABLS No. 5 .1 
• P r o f i t (Rs . i n Lacs) 
» 
Year 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
19.25 
19 .95 ' 
13 .53 ' 
7 . 0 8 ' 
2.28^ 
5 .42 ' 
0 . 9 5 ' 
* * 
* * 
* * 
(Est imated) 
SOURCES; * U t t a r Pradesh V I I t h P l a n , V o l . 1 / p .355 
A Hand Book of U . p . S t a t e P u b l i c Sec to r 
E n t e r p r i s e s / LucknoW/ p . 119. 
With a view to e n l a r g e the scope o f development through 
Various schemes and p r o j e c t s / UPSIC has planned to p r o v i d e 
g r e a t e r a s s i s t a n c e / i n c e n t i v e s , i n f r a s t r u c t u r e and market ing 
f a c i l i t i e s in the Seventh Plan pe r iod fo r t h e growth of small 
s c a l e s e c t o r s p e c i a l l y under the new p o l i c y of promoting 
a t l e a s t one SSI u n i t in each b lock of the S t a t e . 
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2) U.p» S t a t e Leather Development Oorporatlon; 
The Oorporatlon has paid-up capi ta l of Rs. 98 lakhs 
and authorised cap i ta l of Rs. 100 lakhs . The authorised 
capi ta l I s being Increased to Rs, 200 lakhs to l i a b l e the 
Ctorporation to undertake promotional programmes on a large 
sca l e . At nresent the Corporation Is providing ass is tance 
to the l e a the r a r t i s a n s by giving them ass i s t ance in designs 
and supply of raw ma te r i a l s , common f a c i l i t y services and 
training f a c i l i t i e s . I t i s a lso helping the a r t i sans in 
marketing footwear products . The Oorporatlon i s running a 
finished l e a t h e r centre a t Unnao and has s e t up common fac i -
l i t y centres a t Fatehpur and Bas t i . 
There i s a vast po t en t i a l of this industry and majority 
of the a r t i s a n - workers in this industry a r e from weaker 
sec t ions . For the development of i n f r a s t r u c t u r e , functional 
indus t r i a l e s t a t e s a t Agra and Kanpur a r e proposed to be 
es tabl ished. The common f a c i l i t y centres for tanning are 
proposed to be opened in Band a, Meerut, Bara Banki and Faiza-
bad. Design development and t ra ining programmes wil l be 
strengthened. J o i n t Sector Projects of D.v.P. P lan t , Canvas 
Shoes and polythene sole wi l l be encouraged. 
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3) U.P. S ta te Text i le Obrporationt 
The authorised cap i t a l of the ODrooration i s Rs,70 
c rores . The Cbrooration had prorxased the following projects 
during Seventh Plan period, 
pontinuinq Schemes; 
Five new spinning mi l l s of 50,000 spindles each 
( the l e t t e r of In t en t , for which, are already in hand) a r e to 
be establ ished in the S t a t e . In the f i r s t phase, each of 5 
new mil ls had to be establ ished with a capacity of 25,OCX) 
spindles | 'only. Three spinning mills a t Jaspur , Meja and 
Banda have he&i es tabl ished during Sixth Plan per iod, Bal l ia 
and Jaunpur spinning mil ls of 25,000 spindles each could not 
be es tabl ished because of lack of f inancial clearance from 
Central Financial I n s t i t u t i o n s , Therefore, t h e i r e s t a b l i s h -
ment was postponed for taking up during the next p lan . 
Expansion in each of the three S ta t e Sector 
New Spinning Mills by 25,000 Spindles: 
In the second phase of the establishment of f ive new 
spinning mil ls in the S ta te Sector , mi l ls a t Jaspur , Meja and 
Banda will be expanded by 25,000 spindles each during Seventh 
Plan period. 
] 4 J 
Process Houset 
A l e t t e r of i n t en t for a Process House with a capacity 
of 144 lakh metres per annum was issued to the U.P. State 
Text i le Corporation Limited on 31,12.1981 (reval idated upto 
31.3.1985), This tes not been implemented so far , due to 
pauci ty of funds. The pro jec t report has been sent to Public 
Investment Board of the S ta t e for appra i sa l and approval. 
The to t a l estimated cost of the pro jec t was Rs, 3CXD,00 lakh 
for which an amount of Rs, 150.00 lakh wi l l be needed on the 
bas is of I s l debt equity r a t i o . 
Automatic Looms» 
U.P, s t a t e Text i le Obrporation has a l ready applied 
for a Le t t e r of i n t e n t for 1*500 Automatic Looms. I t i s 
estimated that the t o t a l pro jec t cost of i n s t a l l i n g 1/500 
Automatic Looms wi l l be fe. 45 crores and ou t l ay of Rs.22.50 
crores wi l l be needed on the basis of 1:1 Debt Equity Ratio. 
Sizing P lan t ; 
As a necessary coro l la ry to the prooosal of Automatic 
Looms, i t i s prooosed to se t up a s iz ing P l an t in each of the 
S ta te Sector Spinning Units . A Sizing P lan t of about 6 lakhs 
4** 
Kgs. per annum caoacity i s already under implementation 
a t the Kashipur Unit of the Oorporation. This p lan t i s 
expected to s t a r t commissioning within a few months. The 
t o t a l cost of each p lan t wil l be of the order of Rs.60,00 
lakhs . A t o t a l equity of Rs. 390.00 lakh wil l be needed on 
the basis of 1:1 debt equity r a t i o for this p ro jec t , AP 
out lay of 8s. 26 lakh has been proposed for the project 
during the year 1984-85. 
Divers i f icat ion and Modernization; 
The f i r s t spinning mil l in the S ta t e Sector was s e t 
up in 1975, Divers i f icat ion and modernization i s to be a 
continuous nrocess/ i f optimum use of f a c i l i t i e s already 
created i s not only to be made but increas ingly avai led , 
both from the point of view of bringing in advanced techno-
logy as well as improving human produc t iv i ty . Divers i f ica-
t ion of cotton yarn to synthe t ic yam has a l so been taken 
in to account by these a c t i v i t i e s . 
Hosiery oomplex in Hill Areas: 
A projec t of an apDroximate capacity of 200 TPA 
(of which cotton hosiery may be 72 per cent Woollen Hosiery* 
14? 
24 per cent and synthet ic 4 per c en t ) , expected to cost 
Rs, 1,00 crore with a turnover of Rs» 2.25 crore per annum 
i s proposed. This mi l l wi l l provide employment to about 
400 persons. 
High Wet Modulus/Polynoslc Fibre Pro jec t ; 
Present day trend In market demand for regenerated 
f ibres i s almost wholly towards High Wet Modulus and Poly-
nosic f ib res , lb encourage further production of these 
f i b r e s , a p ro jec t was es tabl ished in the S t a t e a t a tx)tal 
cost of Rs. 130 c rore . This has been implemented in collabo-
rat ion with PI CUP and Indus t r i a l Houses having contribution 
from pub l i c . 
Text i le Machinery manufacturing Pro jec t : 
U.p, s t a t e Text i le Oorporation has entered in to Jo in t 
Sector to e s t a b l i s h a Tex t i l e Machinery Manufacturing Project 
in col laborat ion with the Pradeshiya Indus t r i a l and Inves t -
ment Oorporation of Uttar Pradesh and Texemco Limited - a 
leading engineering company. The Project was proposed to be 
s e t up with an estimated cost of Rs. 50 crore . The Project 
was proposed to take the manufacturing of sophis t ica ted 
t I 
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t e x t i l e machinery of l a t e s t technology to meet the growing 
demand of the t e x t i l e i n d u s t r y in the S t a t e and o u t s i d e . I t 
has a l s o helped in developing a n c i l l a r y i n d u s t r i e s in the 
a r e a , " 
4) U.p. s t a t e Cement Oorpora t ion; 
The Oorporation i s running Dal la and Churk Cement 
f a c t o r i e s whose produc t ion programjne has been completed. The 
Kajarahat Cement P r o j e c t (KCP) has a l r e a d y gone i n t o p roduc-
t i o n . The s e t t i n g up of new cement p l a n t s in P i t h o r a g a r h and 
Dehra Dun did no t m a t e r i a l i z e dur ing the S i x t h Plan p e r i o d . 
However, p r e l i m i n a r y work has been done for Dehra Dun P r o j e c t . 
Major work has beoi completed dur ing Seventh Plan p e r i o d . As 
such the fo l lowing programmes have been unde r t aka i : 
(1) R e h a b i l i t a t i o n and modernizat ion of Churk Cement 
Fac tory / Churk (Mirzapur) 
(2) I n s t a l l a t i o n of P r e c a l c i n a t o r on K . C . C P . K i l n s , 
Da l l a (Mirzapur) 
(3) Mini Cement P l a n t , Dehra Dun ' 
(4) Mandarsu (Baruwala) Cenient P r o j e c t , Dehra Dun. 
1, VII Five Year P l an , U t t a r Pradesh , Volume I , 
Lucknow, p , 3 9 0 . 
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5) The Pradeahlya Indua t r i a l and Investment Cbrporatlon of U«P.: 
The Pradeshlya Indus t r i a l and Investment Oorporation 
of Ut t a r Pradesh was created by the s t a t e Government for the 
promotion of medium and l a r g e s ca l e indus t r i e s with the 
primary function of a s t a t e level Investment Corporation 
extending financial a s s i s t ance to i ndus t r i a l projects and 
undertakings such o ther a c t i v i t i e s as may be necessary to 
c a t a l y s e indus t r i a l investment in the S t a t e . 
"PICUP" nresent ly providesmultl-dlmensional financial 
a s s i s t ance / tec ln ica l services and i n s t i t u t i o n a l suoport for 
i n d u s t r i a l i z a t i o n of the s t a t e and a lso engages in d i r e c t 
n ro jec t promotion in the j o i n t / a s s i s t e d s ec to r . 'PICUP' also 
undertakes under-writing of the shares of the companies and 
provides I n t e r e s t free sales tex loan. 
J o i n t Sector P ro jec t s : 
'PICUP' i s the main promotional agency in the sphere 
of medium and large sca le indus t r i e s in the s t a t e . PIQJP 
promotes various j o in t sec to r projec ts in the s t a t e . The 
Cbrporatlon tes already s e t UD two j o i n t sec to r pro jec ts v i z . 
U.p. Drugs and Pharmaceutical Limited, and U.P. Twegafibre 
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Glass Limited, I t has planned to carry out expansion of 
u . p . Drugs and Phanieceut ical Limited to double the capacity 
and a lso to s e t up a multi-purpose drug p l a n t . The Cbrpora-
tion has obtained 28 l e t t e r s of i n t e n t for s e t t i ng up 
j o i n t sec tor pro jec t s of about Rs, 1258 crore which a r e being 
ac t i ve ly implemented. 
The main pro jec t s for which l e t t e r s of in ten t have 
been received a r e F e r t i l i z e r Pro jec t , Jagdishpur(R%700 crore 
investment) . Aluminium Foils (Rs, 45 c r o r e ) , 05© Alcohol 
(Rs. 60 c ro re ) , Polys ter s t ap le Fibre Project (Rs. 72 c ro re ) . 
Text i le Machinery Project (RJ. 50 crore) and Methenol Metacri-
l a t e (RS, 60 c r o r e ) . e t c . 
Loan/Market Borrowing: 
PICUP provides term loan to medium and large sca le 
u n i t s . Assuming that term lending operations of PICUP would 
grow only a t the present growth ra te of 30 per cent , the d i s -
bursement of the Cbrooration over Seventh Plan period i s 
expected to the extent of Rs, 267 crores . The expected 
refinance availment during Seventh Plan period will be of 
o r fe r of Rs, 170 crore . 
Sales Tax Loan: 
PI CUP provides I n t e r e s t free Sale Tax loan to various 
Indus t r ia l un i t s , A l a r g e number of sanctioned applicat ions 
for disbursement of loan a re lying with PICUP. During 
Seventh Plan, an ou t lay of Rs. 7.50 crore has been proposed 
under th is programme to meet the exis t ing oommltment. 
Subsidy on F e a s i b i l i t y Studeist 
The subsidy for preparat ion of f e a s i b i l i t y reports i s 
being provided through PICUP. This subsidy i s provided 50 
per cent to 75 per cent on f e a s i b i l i t y r epor t s , prepared by 
approved consultants by various entrepreneurs. 
I n t e r e s t subsidy on Debentures raised by PicUP; 
For term lending, loan wil l be raised from the market 
in the form of non-conver t ib le debentures. I n t e r e s t subsidy 
of Rs, 6 p ^ cent i s proposed to be provided. The market 
borrowing i s estimated to the extent of Rs, 47,OO crore during 
Seventh Plan. An ou t l ay of Rs. 5.00 crore i s proposed for 
Seventh Plan and te, 0.30 crore for 1985-86. 
Rehabil i tat ion of Sick Units : 
Piarp has es tab l i shed a 'Project Rehabil i ta t ion Cell* 
for preoaration of r e h a b i l i t a t i o n oackaaesfor d i f fe ren t s ick 
/ r 
units and for syndicating the requirement of cxjncessions 
and r e l i e f s and addi t ional funds for revival of these sick 
u n i t s , an ou t l ay of Rs, 5.00 crore was proposed for Seventh 
Plan and Rs. I.OO crore for 1985-86. 
For a l l the a c t i v i t i e s of PI CUP as meitioned above, 
an out lay of Rs, 146.50 crore was prooosed for Seventh Plan 
2 
and Rs. 20.50 crore for 1985-86." 
6) u . p . S t a t e Indus t r i a l Development Oorporation; 
UPSIDC, a S t a t e Government Undertaking was established 
in 1961 for acce lera t ing the oace of i n d u s t r i a l growth. I t s 
p r inc ipa l a c t i v i t i e s a t present are as under ; 
(1) Acquisition of land for i n d u s t r i a l purpose 
and development of i n f r a s t r u c t u r e . 
(2) Set t ing up of medium and heavy indus t r i a l units 
in j o i n t sec tor . 
(3) Financial ass i s tance to medium and heavy 
indus t r i a l uni t s through 'Xruity Par t lc lna t ion 
and Under-writing. 
2. VII P lan , Govt, of Ut tar Pradesh, O p . c i t . , p.382. 
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Acquisition of land anol Tystabllehment of Indus t r ia l Ar<=>aPs 
"The Corporation has acquired 17.888 acres of land in 
24 d i s t r i c t s out of which 11 are backward d i s t r i c t s . In 3 
d i s t r i c t s 1,710 acres of acquired land (undeveloped) was 
a l l o t t ed to l a rge indus t r i a l uni ts and develooment on 10,207 
acres land was undertaken and indus t r i a l areas were es tabl ished. 
Development work on the r e s t of the land has been in progress, 
in the indus t r i a l a r ea s , 9,070 acres land has heen a l l o t t ed to 
the entrepreneurs, out of which on 6,250 acres land, e i the r 
i n d u s t r i a l uni ts have already been established or a r e in the 
process of establishment. The Corporation has so far invested 
Rs. 30 crore in the acquis i t ion of land and development of 
3 
i ndus t r i a l areas in various d i s t r i c t s throughout the S t a t e . " 
U.P. s t a t e toad Transport Corporatlon; 
The TJ.p. Ckjvernment decided in 1947 that the passenger 
road transport services should be operated by the S t a t e for 
providing cheat) and e f f i c i en t t ransnort f a c i l i t i e s . Other 
S t a t e Governments also took s imi lar decis ion. Government of 
I nd i a , too, agreed with this pol icy and the Parliament 
amended the Motor Vehicle Act 1939, giving powers to the 
S t a t e Government to acquire exclusive r ights for operating 
road transport s e rv ices . — 
^' VII Plan, Govt, of Uttar Pradesh, O p . c i t . , p.382. 
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In Uttdr Pradesh, the operation o f buses was taken 
up in May 1947 and the scheme was placed in the charge of 
the Transport Cbmmissioner/ U.p. Ever s i n c e 1947, the U.P. 
Government Roadways has functioned as a department of 
Government under the adminis trat ive control of the Transport 
Q^iifnissioner who i s a l so responsible for the administration 
and enforcement o f Motor Vehic le Act and Rules, Motor 
Vehicle Taxation, Passenger and Goods Tax. 
U.P. Road Transport Gbrporation runs a f l e e t of about 
8000 buses on various nat ional ized routes . A to ta l capital 
investment of Rs. 250 crores was envisaged for the Oorporation 
in the Seventh Plan. The o u t l a y in the S t a t e Plan during the 
Seventh Plan was fixed a t Rs, 185,59 crore . The d i f ference 
was to be financed from funds made a v a i l a b l e by the Central 
Government and certain commercial lending organizat ions . The 
actual investment during the Seventh Plan period was Rs, 261,15 
crores . with th i s about 5991 chass i s were purchased for 
replacement of over-aged buses . In add i t ion , during the 
Seventh Plan e f f o r t s are being made to improve bus u t i l i z a t i o n , 
strengthen maintenance and workshop f a c i l i t i e s , enhance 
passenger comfort and genera l ly strengthen the various aspects 
15] 
Of the bus services already operating on the nationalized 
roads. In the Seventh Plan percentage of over-age buses 
has been reduced from 28.88% to 9%, f l e e t u t i l i z a t i o n 
increased from 72 to 89%; d a l l y average bus u t i l i z a t i o n 
Increased from 158 kms. to 222 kms.; bus s t a f f r a t i o dec-
lined from 8,49 per bus to 8.01 and s ta f f p roduct iv i ty 
increased from 24.07 kms. to 30.45 kms. 
For the Eighth Plan a canl ta l expenditure of 320.25 
crores i s proposed, in th i s proposed expenditure Rs. 3.25 
crores has been proposed for c i v i l viorka and developm&it of 
i n f r a s t ruc tu r e in h i l l a r ea s . During the Plan period i t i s 
proposed to buy 5005 new buses by way of replacement of old 
buses. I t i s proposed to reduce the over-age bus percen-
tage from 9,68 to 6.95%, increase bus produc t iv i ty to 250 
kms, per bus per day, increase f l ee t u t i l i z a t i o n to 93%, 
reduce bus s t a f f r a t i o from 8.03 to 7.75 per bus, increase 
man power p roduc t iv i ty from 30.33 kms. to 34,95 kms. and 
increase fuel eff iciency from 4.652 to 4.75 kms, per l i t r e . 
For the Annual Plan (199 2-93) an out lay of Rs. 48.81 crore 
including Rs, 50 lakh for h i l l s , has been proposed and with 
this ou t l ay i t i s proposed to purchase 820 new chassis during 
the year for the replacement of old buses. 
(J 4. 
Inspitte of improvement in the perfonnance of Cbrxx>ra-
t ion , UPSRTC i s Incurring l o s s e s . "During 1989-90 i t incurred 
a loss of Rs, 2474.81 lacs which rose to Rs, 4041.79 lacs in 
1990-91. Further during the year 1991-92/ the loss was 
4 
somewhat reduced to Rs. 3342.70 l a c s . " Thus there i s a need 
to improve operational area and also Increase the fare reason-
ably , so that UPSRTC should stand on the i r own fee t . 
7) U.P. s t a t e Sugar Oorporation Limitedt 
Most of the sugar fac tor ies in Ut tar Pradesh were 
constructed as ea r ly as in 1930 and t h e i r technical crushing 
capaci ty was less than 1000 TCD which was non-prof i table from 
commercial point of view. Most of the mills were out of 
time and some of them were on the verge of c losure . Even the 
u t i l i t y of machines of these factor ies was on the bunk of 
ejcpi r a t ion . 
"The U.P. Sugar Oorporation Ltd. was establ ished on 
26 March 1971, under the provisions of the Cbmpanles Act 
1956. The pr inc ipa l objec t of es tabl ishing such Oorporation 
was to p ro tec t the i n t e r e s t s of sugar cane peasants , in 
J u l y 1971 for the f i r s t t ime, the Sta te Government r e q u i s i -
4. Prabandh, A Quarterly Journal on Management, Bureau of 
Public Enterpr i ses , Jawahar Bhavan, Lucknow, Oct.1992 
to March 1993, p .68 . 
t ioned^ 12 a l c k , non-prof 1 t a b l e and under e t a t e sugar m i l l s 
which were# ou t of t hese 17 suqa r f a c t o r i e s 5 m i l l s of 
BARABAMKI, SAKHOTTTAMDA, KHAODA, BHATWI, MOHIUDDIN PUR, have 
been ves ted in the newly c rea t ed Cbrpora t lon . Subsequent ly, 
remaining 7 sugar f a c t o r i e s of AMRDHA, BIJNOR, BURHWAL, JAPWAL 
ROAD, RAMPUR, RAMKDLA and LA5<MIGANJ, have a l s o been vested 
in the Oorpora t ion , In 1974, PIPRAICH u n i t has he&n auct ioned 
p u b l i c l y by the Corpora t ion . T h e r e a f t e r , in 1984, 12 o t h e r 
sugar f a c t o r i e s have be^ i r e q u i s i t i o n e d and vested in the 
O o r p o r a t i o n v i z . , DOIWALA, MEERUT, MAHOLI, MUNDERAWA, ROHANA-
KALAN, B U L A N D S H A H A R , B A R E I L L Y , S A H A R A N P U R , S I S W A BAZAR, 
CHHITAUNI and HARDOI. On the o t h e r hand 5 more sugar f a c t o r i e s 
of CHANDPUR (B i jno r ) CHHATA (Mathura) NAND GANJ (Kanpur Rural) 
have he&n founded by the Oorporat ion and o t h e r one p a r t i a l l y 
cons t ruc ted suga r f a c t o r y ofKICHHA has been r e q u i s i t i o n e d 
and ves t ed in the Cbrpora t lon . Again In the year of 1989, 
four o t h e r sugar m i l l s of SHAHGANJ, BAITALPUR, DEVBRIYA and 
NAWABGANJ were r e q u i s i t i o n e d and brought under the QDipora-
t i o n . Hence 3 5 , sugar m i l l s have now been running under the 
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c o n t r o l of U .P . S t a t e Sugar Oorpora t ion ." 
"The Oorporat ion chalked o u t a programme a t h igher 
l eve l to enhance the e f f i c i e n c y of these sugar f a c t o r i e s 
5 , Unpublished m a t e r i a l by U.P. s t a t e Sugar Cbrporat lon L t d . , 
Head O f f i c e . Lucknow. 
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which were non-profi table from technological point of 
view thtx>ugh r e h a b i l i t a t i o n , modernization and expansion 
In the d i r ec t ion of p r o f i t a b i l i t y . Under the Sixth Five 
Year Plan, three uni ts of SAKHOTI TANDA, MOHTUDDINPUR and 
KHADDA, have been modernized, and expansionization of 
AMROHA and BIJNOR uni t s have been s t a r t e d . Simultaneously, 
the Cbrporatlon undertook the work of subs tan t i a l r e h a b i l i -
ta t ion modernization and expansion through e f f i c i en t adminis-
t r a t ion which resu l ted in technological a c t i v i t i e s and 
reformation. Having established the Corporation in i t s 
f i r s t crushing session 1971-72,it had only 5 mi l l s and i t s 
percentage of broad capacity of u t i l i z a t i o n was 56.94 per cent 
In which there was an increasing respec t ive ly and In the 
session of 1989-90 I t increased upto 83,85 per cent . Present ly 
the Gbrporation has s ta r ted the works of expansion of i t s 
uni t s of RohanaJcalan, Saharanpur, Meerut, Bulandshahar, Rampur, 
Bare l l ly , Hardol, Ma hoi 1, Barabanki, Burhwal, Jarwal Road, 
Muderwa, P ipra lch , Laxmlganj, Ramkola, Ghughull, chhl tuni , 
Bhatni, Deoria, Bal ta lpur , Shahganj and Nawabganj a l l a re 
s ick u n i t s , in which some of uni ts of Saharanpur, Buland-
shahar, Rohankalan, Jerwal Roeid and Maholi a r e being moder-
nized and expanded and work i s on progress . Decision of 
on 
expansion and modernization of Munderwa, Laxmiganj, Burhwal, 
P ipra ich , Bare i l ly and Ghughuli, units has a lso been taken, 
but not being inplemented due to the lack of adequate funds. 
Present ly/ 25 nd l l s out of 35 sugar mil ls have already s ta r ted 
t he i r crushing session under the j u r i s d i c t i o n of the Oorpo-
r a t i on . Remaining mil ls a r e expected to being the i r v»orks 
soon," 
8) U.P« Financial CJorporation: 
"U.P. Financial Corporation i s ©igaged in advancing 
loan to the small and medium sec to r indus t r i a l uni ts being 
se t -up in the S t a t e . The major source of funds to the 
Corporation i s refinance from I .D .B . I . This amounts to 
near ly 60 per cent to 65 per cent of the to t a l disbursement 
of loans . An out lay of Rs. 1,500 lakh was envisaged in Sixth 
Plan. 
Increase in Special Class of Shares; 
Under Section 4-A of the S ta te Financial corporation 
Act, the Corporation may r a i s e specia l c lass of shares which 
are to be u t i l i zed to meet the gap in the promoters' resources 
6, Unpublished material by U.p. S ta te Sugar Corporation L t d . , 
Lucknow. 
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and the share capi ta l required to implement a pro jec t during 
Seventh Five Year Plan, i t i s expected that the Corporation 
sha l l cont r ibute a t l e a s t an anount of Rs, 400 lakh as special 
c lass of share capi ta l to the entrepreieurs s e t t i ng up a 
p ro jec t for the f i r s t time (preferably in backward areas of 
the Sta te) who are not in a pos i t ion to bring the ful ly 
des i red contribution from t h e i r ov;n resources. This recfuire-
ment of Rs. 400 lakh during Seventh Plan period was proposed 
to be met by way of a contr ibut ion of Rs. 200 lakh from the 
S t a t e Government and the balance of Rs. 200 lakh by I .D.B. I . 
on matching bas i s . 
Tool Room Projec t ; 
The i n s t i t u t e of Tool Room Training has been establ ished 
with the f inancial and technical a s s i s t ance from Government 
of Federal Republic of Germany. 
The a c t i v i t i e s of the I n s t i t u t e can be summarised in 
three categories v i z . t ra in ing course consultancy and service 
cen t r e s . The I n s t i t u t e has prooosed to augment the above 
a c t i v i t i e s in Seventh Five Year Plan and 1985-86. The d e t a i l s 
a r e summarised below: 
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Training Cburses; The I n s t i t u t e tee proposed to 
conduct one long term course comnrislng of 36 candidates for 
long term t ra in ing for four years . This t ra in ing will be 
imparted in tool making d i e cas t ing , p l a s t i c moulds and 
f i x t u r e s , press tools e t c . Under shor t term training p ro -
gramme the I n s t i t u t e proposes to t r a in 400 workers for basic 
design, manufacturing techniques and heat treatment e t c . 
Consultancyt The I n s t i t u t e has a programme to 
impart consultancy service to 500 uni t s in the seventh Plan. 
The consultancy wil l be provided for s e t t i n g up new tool rooms, 
design of prec is ion «nd d e l i c a t e noulds , j i g s e t c . A consul-
tancy cent re tes already been opened a t Kanpur by the 
i n s t i t u t e . 
Service Centre; The I n s t i t u t e envisaged to earn 
Rs, 105 lakhs in the Seventh Plan from serv ice work which wil l 
be done on the machines fixed in the I n s t i t u t e . 
The I n s t i t u t e wil l a l so ca te r the needs of adjoining 
backward d i s t r i c t s . An out lay of Rs. 5 crores was proposed 
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for Seventh Plan and Rs. 70 lakhs for 1985-86. •• 
7. VII P lan , Op . c i t . , pp. 384-85. 
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9) U»P. S t a t e Mineral Development Qprporatlon Ltd; 
The u . p , s t a t e Mineral Development Corporation Ltd. 
was created in March, 1974 with the objec t ive of expediting 
the eystematic development and exploi ta t ion of the Sta te 
Mineral resources . The main object ives were as follows: 
(1) To undertake the prospecting/ minerals and 
developmeit of a l l major and minor minerals. 
(2) To e s t a b l i s h and promote the se t t ing up of 
mines and minerals prospecting u n i t s . 
(3) To conduct business d i r e c t l y or i nd i r ec t l y 
by s e l l i n g of the products and by tjrDducts of 
prosoecting mining and mineral based industry. 
Programmes in hand; Based on the mineral deposits 
searched and explored by the Di rec to ra te of Geology and Mining 
U.p. / the U.P. S t a t e Mineral Development Corporation Limited 
i s a t present operat ing seven mines in the S ta te of Uttar 
Pradesh. One of these mines/ the Lambidhar Limestone Mine* 
located near Massoorlp, is being developed to produce 4,5 
lakh tonnes per year of high grade limestone a t an estimated 
]5n 
cost of Rs. 10,90 c ro re . This mine would a l so meet the 
requirement of calcium carbide p lant of 21/COO 4Py capacity 
being established by the U.P. Carbide and Chemicals Ltd. , 
a subsidiary of U.p. s t a t e Mineral Developmental Cbrporation 
Limited, 
other mines a r e located in the southern p a r t of 
Ut tar Pradesh. In Mlrzapur d i s t r i c t Obrporation i s opera-
ting 3 mines of l imestone and dolomite for meeting the require-
ment of b l a s t furnace grade, cement-grade and SMS-grade lime-
stone and dolomite and a lso high grade l imestone. These mines 
a re producing about 2 lakh tonnes per year and the same are 
being planned for production of over 4 lakh tonnes per year. 
In Allahabad d i s t r i c t , the Cbrporation has s t a r t ed 
p i l o t - s c a l e mining operat ions of s i l i c a s and stone under the 
guidance and control of the Director , Geology and Mining U.P. 
for tes t ing the market a ccep t ab i l i t y of the material for the 
glass Industry. The Cbrporation has obtained a l e t t e r of 
in ten t from the Government of India to e s t a b l i s h a Float 
Glass Plant of 25 mil l ion Sq. metres annual i n s t a l l e d capaci ty . 
The mines wil l l a t e r be expanded to meet the requirement of 
th is proposed f loa t g lass un i t . 
j r>o 
UPSMDC i s a l s o o p e r a t i n g a small s c a l e mine for 
Bauxi te f o r meeting the requirement of the aluminium indus -
t r y . In o r d e r to p rocess the minera l l o c a l l y and add va lue / 
the Oorporat ion has e s t a b l i s h e d a small s c a l e u n i t for 
manufactur ing 1200 tonnes p e r yea r of s y n t h e t i c snery Gra ins , 
which I s an a b r a s i v e m a t e r i a l . 
APPROACH TO THE SEV^TH FIV^ Yi^ AR PLA^T; 
The S t a t e has evolved a number of a t t r a c t i v e packages 
of i n c e n t i v e s and concessions which conpare favourably with 
the i n d u s t r i a l l y advanced s t a t e though here again the p a u c i t y 
of funds does no t pe rmi t to make t h e s e packages of i ncen t i ve s 
r e a l l y e f f e c t i v e . The Goveimment of I n d i a has a l s o t ake i a 
number of inves tment d e c i s i o n s fo r l o c a t i o n of Important 
p u b l i c s e c t o r p r o j e c t in t h e s t a t e . The Government of Ind ia 
tes a l s o r e - c l a s s i f i e d the backward a r e a s and subsequent ly 
i nc reased t h e Cap i t a l Investment Subsidy b u t even then the re 
i s a g e n e r a l d i f f i d e n c e on the p a r t of the e i t r ^ r e n e u r s to 
go to backward d i s t r i c t s . The o n l y c o u r s e , whereby a beginning 
can be made rega rd ing i n d u s t r i a l development of t he se d i s t r i c t s , 
i s by l o c a t i n g Centra l Sec to r P r o j e c t s . 
ICJ 
NSW STRATEGY; 
The S t a t e Government has taken ft^Jor e t e p s in p o l i c y 
o r i e n t a t i o n s « new i n c e n t i v e s and c r e a t i n g new I n d u s t r i a l 
c l i m a t e . The s t r a t e g y adopted by the s t a t e Government was to 
i n t roduce new concess ions such as exemption/deferment of 
Sa les Tax to new u n i t s , i n c e n t i v e s to ' P r e s t i g e * and 'Pioneer* 
u n i t s , p r i o r i t i e s i n the l i c e n c e s and l e t t e r s o f i n t e n t for 
i n d u s t r i e s i n backward a reas and 'Zero I n d u s t r y ' d i s t r i c t s 
and deve loping I n f r a s t r u c t u r a l f a c i l i t i e s to t h e requirements 
of i n d u s t r i a l growth. 
The new s t r a t e g y a l s o i nc ludes promotion of a t l e a s t 
one small s c a l e i n d u s t r y having an inves tment of wore than 
Rs. 2 l akh in each development b lock of the S t a t e . This s t e p , 
taken for the f i r s t t ime, w i l l help in the promotion of new 
p r o j e c t s i n i n d u s t r i a l l y backward a reas i n a planned manner, 
o r g a n i z a t i o n a l r e s t r u c t u r i n g was being done fo r promotion of 
c o t t a g e and household i n d u s t r i e s i n r u r a l a r e a s , A scheme 
for p rov id ing self-employment to educated unenfployed people 
has a l s o been launched in t h e S t a t e under which f i n a n c i a l 
a s s i s t a n c e to the e x t e n t of Rs. :>5,000 w i l l be g iven to each 
pe r son , A l a r g e number of b e n e f i c i a r i e s a r e l i k e l y to be bene-
f i t e d under t h i s programme. 
IG -> 
S U G G E S T I O N S : 
In view of the above, apt5roach during the plan will 
be b r i e f l y as under : 
For the 11 Zero Indus t ry d i s t r i c t s a t l ea s t one l a rge 
pro jec t in each d i s t r i c t wi l l be s e t up e i t he r in the S t a t e / 
J o i n t Sector or in the P r i v a t e Sector . These nucleus projects 
wi l l help in promotion of l a rge number of anc i l l a ry and other 
small sca le indus t r ies in these d i s t r i c t s . 
Under the new programme introduced in 1983-84 for 
providing incent ives to Pioneer and p res t ige Units , i t i s 
planned that in the remaining 31 backward d i s t r i c t s c l a s s i f i ed 
under A, B and c categories there wil l be considerable inves t -
ment in medium and l a rge i n d u s t r i e s as well as a n c i l l a r l e s in 
small Scale i n d u s t r i e s . 
A la rge number of S t a t e / J o i n t Sector Projects have 
already been i d o i t i f i e d for which UPSIDC and PIOJP have 
s 
obtained l i c e n c e s / l e t t e r s of i n t e n t . The imolementation of 
these projec ts wi l l ca l l for subs tan t i a l increase in the a l loca-
tion of funds for medium and l a rge industry Sector for c o n t r i -
bution towards the S ta te eqruity. In addi t ion, the S ta te 
]03 
Sector Projects p a r t i c u l a r l y re la t ing to the e l ec t ron i c s , 
cement, t e x t i l e s , automobiles engine and t r ac to r s wil l require 
subs tan t ia l increase in the out lay for s t a t e Sector Pn j jec t s , 
Investment in J o i n t / A s s i s t a n t Sector was projected of the 
order of Rs, 2,400 crore and RS, 2,000 crore in Publ ic Sector. 
A number of Central Sector Projects have been finalized 
for implementation in th is s t a t e and some more a re under consi-
de ra t ion . I t i s ant ic ipated that during Sev«ith Plan period 
an investm^it of the order of Rs. 3,0O0 crore wi l l mater ia l ize 
in the Central s t a t e P ro j ec t s . This wi l l c a l l for subs tan t ia l 
increase in the investment of development of land and creation 
of o ther i n f r a s t ruc tu ra l f a c i l i t i e s for implementation of 
these p ro j ec t s . 
The s t a t e Governmeit wil l make investment for creation 
of i n f r a s t ruc tu ra l f a c i l i t i e s such as development of indus-
t r i a l areas and s e t t i n g up of indus t r i a l e s t a t e s . There are 
80 i ndus t r i a l e s t a t e having 1116 sheds and 3254 p l o t s . During 
Sixth Plan t i l l 1982-83, 10 es ta tes were completed and 6 a re 
expected to be completed. More es ta tes a r e planned in Seventh 
Plan besides completion of s p i l l over p r o j e c t s . 
j b ; 
I n t e n s i v e e f f o r t s a r e being proposed fo r development 
of i n f r a s t r u c t u r e mainly in the shape of i n d u s t r i a l a reas 
and e s t a t e s du r ing Seventh P l an , I t was a l s o expected t h a t 
the Cen t ra l Government's Plan to l o c a t e Export Process ing 
2k>ne fo r Nor thern I n d i a a t NOIDA w i l l no t on ly c r e a t e b igges t 
c e n t r e fo r e x p o r t p roduct ion bu t a l s o b u t t r e s s the e f f o r t s 
of S t a t e Government in c r e a t i n g I n f r a s t r u c t u r a l f a c i l i t i e s 
and a v e r y l a r g e inves tment . 
PROFIT MAKING UNITS OF U.P. STATS ENTERPRISES: 
In 1991-92 many U.p. S t a t e E n t e r p r i s e s have earned 
p r o f i t s . But t h e performance of the d i f f e r e n t e n t e r p r i s e s 
V a r i e s . Some of them have earned p r o f i t s c o n s i s t e n t l y * some 
have a d e c r e a s i n g r a t e of p r o f i t s and t h e p r o f i t s of some 
o t h e r e n t e r p r i s e s keeo varying from year to y e a r . Table 
No. 5,2 shows the p r o f i t making u n i t s , con t a in ing da ta from 
1989-90 to 1991-92, 
For f u r t h e r d i s cus s ion to e v a l u a t e them/ the u . P , 
P u b l i c E n t e r p r i s e s may be d iv ided I n t o t h r e e c a t e g o r i e s : 
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1) Prof i t s Increasing Qpnsietently on a Yearly Basis: 
Table 5.2 reveals tha t some U.P. S ta te iBiterprlses 
are earning cons is tent ly increas ing p r o f i t s . These units 
a r e : U.p, s t a t e Mineral Development Corporation Limited, 
Garhwal Mandal Vikas Nigam Limited, U.p. Pol ice Avas Nigam 
Limited, U.P. Electronics Corporation Limited, e t c . These 
uni t s have done b e t t e r in ooitparison to the previous year 
as far as p ro f i t i s concerned. I t can be seen from the 
tab le that the p r o f i t s of U.P. S ta te Mineral Development 
Obrporation Limited were Rs. 589.09 lacs in 1991-92 as com-
pared to Rs. 351.62 lacs in the previous year. P rof i t s of 
Garhwal Mandal Vikas Nigam Limited were Rs. 16,88 lacs in 
1989-90 which l a t e r on, rose to Rs. 74,40 lacs in 1991-92. 
U.p, Police Avas Nigam Limited increased i t s p ro f i t s from 
Rs. 3.22 lacs in 1989-90 to Rs. 14.48 in 1991-92. Similar ly , 
the p ro f i t s of U.p. Electronics Corporation Limited increased 
from Rs. 0.80 lacs in 1989-90 to Rs. 2,92 lacs in 1991-92. 
2) Prof i t s Varying on Yearly Basisi 
Also table 5.2 shows t t e t the p ro f i t s of some of the 
U.P. S ta te Biterprises keep f luctuat ing i . e . , they increase 
jf.r, 
dur ing one year and goes down during the o t h e r , such u n i t s 
a r e : U.P, S t a t e a e c t r i c i t y Board, Pradesh iya I n d u s t r i a l 
and Inves tment Cbrpora t ion of U.P. Limited (PICUP), U.P. 
Rajkiya l^Ji^aan Nigam Limi ted , U.P. Fores t Obrporation Ltd,^ 
U.P. Samaj Kalyan J^irman f^igam Limi ted , U.P. Bhoomi Sudhar 
Nigam Limi ted , U.P. Avas & Vikas P a r i s had, U.P. smal l Indus -
t r i e s Corpora t ion , U.P. (Hohelkhand - T a r a i ) Ganna Beej 
Evam v ikas Nigam L imi t ed , U.P. Bhootpoorva Sa in ik Kalyan 
Nigam Limi ted , U.P. (Poorva) Ganna Beej Evam Vikas Nigam 
Limi ted , U.P. Development System Cbmora t ion Limited and U.P. 
Wakf Vikas Nigam L imi t ed . The p r o f i t of U . P . s t a t e E l e c t r i -
c i t y Board was Rs. 4049 l a c s in 1989-90 which l a t e r on 
decreased to Rs. 957 l ac s in 1990-91 and then i n c r e a s e d to 
Rs. 6950 l a c s in 1991-92. Another case in t h i s regard i s 
t h a t U.P . S t a t e i n d u s t r i a l Development Oorporat ion L imi ted . 
The p r o f i t s of t h i s e n t e r p r i s e had increased to Rs. 265.56 
l a c s in 1990-91 as compared to Rs, 192.03 l a c s i n 1989-90, 
But in 1991-92, the p r o f i t s dropped down to Rs. 138 l a c s . 
S i m i l a r l y , t he p r o f i t s of t he o t h e r e n t e r p r i s e s mentioned 
above a l s o f l u c t u a t e d between 1989-90 and 1991-92. 
}h: 
3) Prof i t s Decreasing Oonsietently; 
The p r o f i t s of some of the U.p, s t a t e Biterprises as 
evident from the above table have continuously gone down 
between 1989-90 and 1991-92, These en terpr i ses a re : U.P. 
Nalkoop Nigam Limited, U.P. itourism Development Oorporation 
Limited, U.P. Anusuchlt J a t i Vitta Kvam Vikas Nigam Limited, 
U.P. Pashudhan Udyog Limited, U.P. Alpsankhyak Vit ta Evam 
Vikas Nigam Limited, U.P. Financial Oomoration, U.p. s t a t e 
Bnployees Welfare ODrporation Limited, U.P. Panchayati Raj 
Vi t ta & Evam Vikas Nigam Limited, Poultry and Livestock 
Spec i a l i t i e s Limited and U.p, Development System Oorporation 
Limited, 
In shor t the p r o f i t earning s t a t e undertakings which 
cons t i t u t e more than 50 per cent of these en te rpr i ses a r e 
working on p r o f i t . These undertakings a r e , namely; 
1. U.P. s t a t e E lec t r i c i ty Board, 
2. U.P. Forest Cbrporation Limited, 
3 . U.P, s t a t e Mineral Development Oarporation Ltd . , 
4. Pradeshiya Indus t r ia l & Investment Oorporation 
of U.P. (PICUP), 
5. U.P. Rajkiya Nlnuan .VIgam Limited, 
J h H 
6. U.P. S t a t e I n d u s t r i a l Development Obrporation L t d . , 
7 . U.P, Samaj Kalyan Nirman TsUgam Limi ted , 
8 . Garhwal Mandal Vlkas Nlgam Limi ted , 
9 . U.P. Bhoomi Sudhar Nigam Lin\ited# 
10. U.P, Housing & DeveloTsment Board, 
11 . U.P. Small I n d u s t r i e s Oorporat lon Limited, 
12. U.P. Nalkoop Nigam L i m i t e d , 
13 . U.P, S t a t e Ttourism Development Obrporation L t d , , 
14. U.P. P o l i c e Avas Nigam Limi ted , 
15. U.P, Anusuchit J a t i V l t t a Bvam Vikas Nlgam L t d , , 
16. U.P. pashudhan Udyog L i m i t e d , 
17. U.P. Alpsankhyak V i t t a Evam Vikas Nigam Llnd ted , 
18. U.P . F inanc ia l Oorporat ion Limi ted , 
19. U.P, s t a t e Bnployees Welfare Obrporation 
20. U.P. Export Corpora t ion Limited 
21. U.P. (Rohelkhand-Tarai) Ganna Beej & Vikas 
Nigam Limi ted , 
22. U.P. E l ec t ron i c s Obrporat ion L imi ted , 
2 3 . U.P. Sa in ik Kalyan Nigam Limi ted , 
24. U.P. panchayat i Raj V i t t a & Vikas Nigam Limi ted , 
25. U.P. P o u l t r y & L i v e s t o c k S p e c i a l i t i e s L imi ted , 
26. U.P. (Poorva) Ganna Beej Evam Vikas Nigam Limi ted , 
27. U.P. Development System Oorporat lon L imi ted , 
28. U.P. Wakf Vikas Nigam L i m i t e d , 
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have d i f f e r en t degrees of success . Their success in economic 
and f inancial terms as well as t h e i r impact on pr ices and 
development of backward regions and poor workers i s big con-
t r i b u t i o n . The f inancial audi t may r a t e them low but from 
soc ia l audi t po in t of view they a r e the need of the day, 
TABLE No, 5.2 
Profit-making Units of Ut ta r Pradesh S t a t e 
g i t e rp r i se s (Rs,in Lacs) 
J 
Sr,No,OName of Bi terpr ises 
1, U .p . s t a t e E l e c t r i c i t y Board 
2, u .p .Pores t Cbrporation Ltd, 
3 , U .p . s t a t e Mineral Dev.Ctorp. 
4, Pradeshiya Indus t r i a l & inves t -
ment ODrporation of U.P,(PICUP) 
5, U.p, Rajkiya Nirman Nigam Ltd. 
6, U.P,State I ndus t r i a l Dev. 
Corporation Limited 
7, U,p.Samaj Kalyan Nirman Nigam 
Llmi ted 
8, Garhwal Mandal Vikas Nigam Ltd. 
9, U,p,Bhooml Sudhar Nigam L t d . ( - ) 
41989-90 
1 
4049,00 
3384,28 
351,62 
487,09 
158,11 
1990-91 
957.00 
2783.65 
409.71 
349.20 
151.32 
1991-92 
6950.00 
2056.31 
589,09 
568.18 
189.59 
192,03 265,56 138.00 
163.86 138.95 130.22 
16,88 67.70 74.40 
17.68 93.79 73.83 
Table con td . , . 
3 7 0 
Table 5,2 con t d . , . 
10. U,p.Housing & Dev. Board 
1 1 . U.P.Small I n d u s t r i e s Oorp.Ltd, 
12. U.p.Nalkoop Nigam Limited 
13 . U . p . S t a t e Tourism Development 
Corporat ion Limited ( - ) 
14. U .P ,Po l ice Avas Nigam Limited 
15 . U.P.AHUsuchit J a t i V i t t a Kvam 
Vikas Nigam Limited 
16. U.p.PaShudhan Udyog Limited 
17. U.p.Alpaankhyak V i t t a Bvam 
Vikas Nigam Limited 
18. U.p. F inanc ia l Obrporat ion 
19. U . P . S t a t e Bnployees Welfare 
Obrporation 
20. U.P. Export Cbrporat lon L td . 
2 1 . U.P, (Rohelkhand-Tara i ) Ganna 
Beej & Vikas Nigam Limited 
22 . U.P. E l e c t r o n i c s Corporat ion Ltd . 0 .80 
2 3 . U .p .Sa in ik Kalyan Nigam Ltd . 
24. U.P.Panchayat Raj V i t t a & Vikas 
Nigam Limited 
25 . U . P . p o u l t r y and L ives tock 
S p e c i a l i t i e s Limi ted 
26. U.p.(Poorva) Ganna Beej Evam 
Vikas Nigam Limited 
27. U.P.Development System Oorp.Ltd. 
28 . U.P.Wakf Vikas Nigam Limited 
72.62 
29.20 
30.36 
30.89 
3.22 
44.98 
10.52(-) 
12.56 
136.79 
0.84(-) 
7.12 
3.21 
0.80 
1.15(-) 
3.44 
1.17 
0.35 
1.59(-) 
0.56 
35.68 
17.82 
25.00 
22.95 
13.95 
63.67 
13.94 
11.57 
81.62 
48.11 
2.83 
5.06 
2.22 
0.83 
0.54 
7.84 
0.27 
0.28 
0.47 
65.96 
32.36 
25.00 
17.95 
14.48 
10.46 
7.29 
7.00 
6.54 
5.12 
3.78 
3.51 
2.92 
1.36 
1.10 
0.88 
0.76 
0.51 
0.48 
I total 9159.26 5445.21 10977.08 
SOURCE; 'Parbandh' - AQuarterly J o u r n a l on Management#oet . '92 to 
March "93, Bureau of Pub l i c En te rp r i s e s^ Lucknow, p . 6 7 . 
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U.P. STATE SNTTERPRISES RUrJMING IW LOSSTSt 
Table 5 ,3 shows a l l such U.P, S t a t e EXiterprises which 
ran In l o s s between 1989-90 and 1991-92, These Enterpr i ses 
have been d iv ided in the fol lowing th r ee c a t e g o r i e s : 
1) E n t e r p r i s e s w i th c o n s i s t e n t l y i n c r e a s i n g l o s s e s . The 
l o s s e s of some of the U.P. B i t e r p r i s e s c o n s i s t e n t l y 
inc reased between 1989-90 and 1991-92. These a r e U.P, 
S t a t e suga r Corpora t ion Limited/ U.P, (Pashchim) Ganna 
Beej Evam Vlkas Nigam Limi ted , According to Table 5,3 
the l o s s e s of U.P. S t a t e Sugar Obrporat ion Limited 
inc reased from Rs, 2022.13 l a c s in 1989-90 to Rs.9700 
l a c s in 1991-92/ t h o s e of U.P. T e x t i l e Obrporation 
Limited from Rs. 538 l a c s to Rs. 1161,51 l a c s , those of 
U.P, Br idge Cbroorat ion Limited from 50 l a c s to Bs,406 
l a c s and of U,P, (Pashchim) Ganna Beej Evam Vikas Nigam 
Limited from Rs. 0 ,50 l a c s to Rs, 20,87 l a c s dur ing the 
same p e r i o d , 
2) u , p , s t a t e E n t e r p r i s e s w i th c o n s i s t e n t l y dec reas ing 
l o s s e s . According to Table 5,3 the l o s s e s of Kumayun 
Mandal Vikas Nigam Limi ted , U,p . H i l l E l e c t r o n i c s 
Obrporation Limited decreased on a y e a r l y b a s i s between 
1 7 : 
1989-90 and 1991-92. This d e c r e a s e in l o s se s can be 
seen from the Table 5.3 . The l o s s e s have gone down 
from Rs.31 l a c s to Rs. 13.19 l a c s in case of Kumayun 
Mandal Vikas Nigam Limi ted , from Rs. 234.7 l a c s to 1.00 
l a c e f o r u . p . S t a t e Handloom Corporat ion Limi ted , from 
3.11 l « c s to Rs. 0.52 l a c s for U.P. H i l l E l ec t ron i c s 
Cbrporat ion Limited dur ing the same p e r i o d . 
3) s n t e r p r i s e s wi th f l u c t u a t i n g l o s s e s . According to 
Table 5 ,3 the l o s s e s of U.P. J a l Nigam U.P. (Ma^^hya) 
Ganna Beej Evam Vikas Nigam Limited kep t f l u c t u a t i n g 
between 1989-90 and 1991-92. For example, t he l o s s e s 
of U.P. J a l Nigam Limited which were Rs. 2850 l a c s i n 
1989-90 touched a peak of Rs. 582 2 l a c s in 1990-91 and 
then dropoed to Rs, 4093 l a c s i n 1991-92. S i m i l a r l y , 
t he l o s s e s of U.P, (Madhya) Ganna Beej svam Vikas 
Nigam Limited were Rs. 3.44 l a c s i n 1989-90; w©it up 
to Rs. 3.77 l ac s in 1990-91 and th&n came down to 
Rs. 2.50 l a c s in 1991-92. 
The t o t a l l o s s e s of t he se u n i t s inc reased from te. 11249.81 
l a c s in 1989-90 to Rs. 22855.26 l a c s in 1991-92 as i s ev iden t 
from the Table under d i s c u s s i o n , which i s given below: 
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TABLE NO. 5.3 
Loss-making Uni ts of U t t e r Pradesh s t a t e Eaiterp r i s e s 
(Rs. i n Lacs) 
1 5 5 5 
Sr .No .»Desc r ip t ion {1989-90 0 1990-91 9 1991-92 
t ? i J 
1. U . P . S t a t e suga r Oj rp .L td . 2022.13 5426.00 9700.00 
2. U.P. J a l Nlgam 2850.00 5822.00 4093.00 
3 . U.P. [toad Transpor t Ootp. 2474.81 4041.79 3342.70 
4. U . P . S t a t e Cement Corp.Ltd. 3082.62 2458.81 3026.64 
5 . U . P . S t a t e T e x t i l e Cbrp.Ltd( + ) 538.40 (-»-) 552.37 1161.51 
6. U . P . S t a t e Agro i n d u s t r i a l 
Corporat ion L td . 401.94 282.40 483.74 
7 . U . P . S t a t e Br idge Cbrp .Ltd . (+) 50,GO 169.00 406.00 
8. U . P . s t a t e ware Housing Corp. 165.99 143.15 272.18 
9 . U . P . s t a t e Pood^Essent ia l 
Cbfwnodities Oorpporation L td . 252,80 328,96 139.12 
10. The Indian Turpent ine & Rosin 
Cbmpany Limited 95.96 183.12 57.26 
1 1 . U . P . s t a t e Lea the r Development 
and Marketing Oorp.Ltd. 23.53 60 .01 53.56 
12. U . P . s t a t e Brass -ware Cbrp.Ltd. 76.54 95 .06 50.00 
13. U.p,(pashchim)Ganna Beej Evam 
Vikas Nlgam Limited 0 .50 (+) 1.17 20.87 
14. Tarai Anusuchl t J a n j a t i Vikas 
Nlgam Limited 91.04 55 .46 17.87 
Table 5 ,3 c o n t d . . . 
] ? ; 
Table 5,3 c»ntd . 
15. Kutnayun Mandal Vikas Nlgam 31.00 29,00 13,19 
16. U.p, Matsya Vikas Nigam Ltd , 24.53 27.68 8.57 
17. U.p, Womene welfare Cbrp.Ltd. 3.57 5.08 3.56 
18. U,p.(Madhya) Ganna Beej svam 
Vikas Nigam Limited 3.44 3.77 2.50 
19. U .p .p i chha r l J a t i V i t t a Evam 
Vikas Nigam Limi ted 1.47 
20. U . p . S t a t e Handloom Cbrp.Ltd. 234.70 (+) 1.77 1.00 
2 1 . U .P .Hi l l E l e c t r o n i c s Oorp. 3.11 0.67 0.52 
Tota l 11249.81 18576.65 22855.26 
jSOURCE; 'Prabandh ' - A Q u a r t e r l y Jou rna l on Management, 
Oct, 1992 to March 1993, Bureau of P u b l i c B i t e r p r l s e s , 
Lucknow, p . 6 8 . 
TOTAL AVAILABLE RSSOURCES & THglR UTILIZATION BY THR 
PUBLIC SECTOR IN UTTAR PRADESH; 
S ince the beginning of the f ive year p l ans and more 
s p e c i a l l y a f t e r t h e i n d u s t r i a l p o l i c y r e s o l u t i o n 1956, there fias 
been an i n c r e a s i n g t rend in the number of P u b l i c S e c t o r B i t e r -
p r i s e s . The number of such e n t e r p r i s e s s h a r p l y ro se to 53 by 
1977 and f u r t h e r to 61 by 1987 and 65 in the years 1991-92. 
L a t e r on the s i t u a t i o n has reversed because most of t hese 
e n t e r p r i s e s were running con t inuous ly in l o s s e s . Consequently, 
j v n 
t h e i r number has been dec reas ing con t inuous ly and dur ing 
1992-93 on ly f i f t y e n t e r p r i s e s were func t i on ing . 
In t h e foregoing d i s c u s s i o n the perfonnance and 
•working of p u b l i c s e c t o r e n t e r p r i s e s of U.P, has been d i s -
cussed, A p r o p e r a n a l y s i s of t h e Sec to r has been made to 
find o u t the performance of these f i f t y e n t e r p r i s e s taking 
i n t o c o n s i d e r a t i o n / t h e da ta from 1988-89 to 1991-92. 
AVAILABLE RESOURCES OF THE g^TSRPFISES; 
AS f a r as r e sources of t h e s e e n t e r p r i s e s a r e concerned, 
they had p a i d up c a p i t a l which was con t r i bu t ed by the C e i t r a l 
and S t a t e Government as wel l as some o t h e r r e s o u r c e s , subs idy 
and term loans provided by t h e Cent ra l Government as well as 
S t a t e Government and by some o t h e r i n s t i t u t i o n s . 
According to Table No. 5 .4 the t o t a l paid 
up c a p i t a l of t h e s e e n t e r p r i s e s was Rs. 97588.00 l a c s 
in 1988^89. Out of t h i s , t h e c o n t r i b u t i o n 
made by the Cent ra l Government and s t a t e Government was 
Rs, 6449.33, and Rs. 88720.79 l a c s r e s p e c t i v e l y and the r e s t 
was from o t h e r r e s o u r c e s . The t o t a l pa id up c a p i t a l of 
these e n t e r p r i s e s which was Rs. 97588.00 l a c s i n 1988-89 rose 
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to Rs. 130310.79 lacs in 1991-92. The contribution made by 
the Central as well as S ta te Government which were respec-
t i ve ly Is. 6449.33 lacs and Rs. 88720.79 lacs in 1988-89 rose 
to Rs, 8165,49 lacs and 118024.82 lacs respect ively in 1991-92, 
The paid up cap i ta l from other sources was Rs. 2418,58 lacs 
in 1988-89 which further rose to Rs. 4120,48 in 1991-92. 
The to t a l subsidy provided was Rs. 100350.15 lacs in 
1988-89 which rose to Rs. 140329.32 lacs in 1991-92. Another 
important sources that was made avai lab le to these &iter-
p r i s e s i s the term loan from Central and S t a t e Government 
e t c . The to t a l term loan received by these enterpr ises 
which accounted to Rs. 710809.94 in 1988-89 further rose to 
1037052.07 lacs in 1991-92. Most of the term loans amount 
comes from S ta te Govemmoit and o ther sources, such as 
f inancia l i n s t i t u t i o n s . 
The term loan orovided by the S ta te Government, 
aiiounted to Rs. 437349.81 lacs in 1988-89 which increased to 
Rs. 655449.62 lacs in 1991-92. The term loans from other 
sources which amounted to Rs. 264371.01 lacs in 1988-89 
fur ther rose to Rs. 366884.14 lacs in 1991-92. Taking 
together a l l term loans from these two sources (Sta te 
179 
Government and o ther sources) accounted for approximately 
98% of the t o t a l term loans In 1991-92. 
Term loan provided by Central Government as well as 
from c red i t papers o r compulsory deposi t were r a the r i n s i g -
n i f i c a n t which i s a luos t 2% of the t o t a l term loan. 
Term loan from Central Government from c red i t papers 
were Rs. 4905,62 lacs and Rs, 4183.50 lacs respect ive ly in 
1988-89/ which further increased to Rs, 9632,00 lacs and 
Rs, 5086,31 lacs respec t ive ly in 1991-92, A very small amount 
a lso comes from '"orking cap i t a l loan which wts te, 3451,40 
lacs in 1988-89 and rose to Rs, 7450.74 lacs in 1991-92, The 
ava i lab le resources from cash c red i t and advances which were 
Rs. 12871,00 lacs in 1988-89 which rose to Rs, 17517.10 lacs 
in 1991-92, 
A s ign i f i can t contr ibut ion in the ava i lab le resources 
of these publ ic en terpr i ses a l so comes through funds and 
excess . The amount from th is head, which are accounted to 
Rs. 77604.66 lacs in 1988-89 further rose to Rs. 121688.59 lacs 
in 1991-92. 
180 
The table 5,4 Indicates that these enterprises have 
been provided cap i ta l by way of share c a p i t a l / subsidy and 
lans by the s t a t e and Ctentral Government as well as o ther 
a g e n c i e s . l a s p i t e o£ a l l such f inanc ia l f a c i l i t i e s / these 
enterpr i ses could not s e t the i r house in order to earn p r o -
f i t s during the period under review. 
U t i l i z a t i o n of Resources; 
The ava i lab le resources o f the publ ic enterprise are 
u t i l i z e d in various forms so that they may be run smoothly 
and b e n e f i t the community of India In general and the U.p. 
in p a r t i c u l a r . These resources are u t i l i z e d in the form of 
permanent a s s e t s , intermediate a s s e t s / t o t a l investment in 
various forms, working capi ta l and f ixed cost expenditure 
and a l s o for the paymait of l o s s e s Incurred, According table 
No.5.5 to ta l expenditure on permanent a s s e t s conprising net 
a s s e t s and intermediate asse t s in the year 1988-89 was 
Rs. 668418.18 out of which Rs. 445886.99 was spent on n e t 
a s s e t s and the res t was on intermediate a s s e t s . The same 
f igures for the year 1991-92 were Rs, 957112.44/ ls.515585.90 
and Ss. 4415 27.65 respect ively* Out o f the ava i lab le resources 
Rs. 25744.63 lacs was spent on various investm^it conponents 
in the year 1988-89 which amounted to to ta l Rs, 35768.07 l a c s 
in the year 1991-92. 
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The working capi ta l investment and the fixec3 ooet 
expenditure incurred in the year 1988-89 were Ks. 176704.08 
lacs and Rs. 4413.68 lacs respect ively which increased to 
Rs. 290996.23 lacs and Rs. 606.90 lacs respect ively In the 
year 1991-92. The payment made for the losses incurred 
in the year 1988-89 amounted to Rs. 127395.28 laca which 
led to Rs. 169864.86 lacs in 1991-92. 
Thus i t can be said that out of the ava i lab le 
resources a la rge proportion went to the permanent a s se t s 
i . e . ne t asse t s intermediate asse t s and very small propor-
tion went to investment in various components. If we 
compare the amount of expenditure incurred as working 
cap i t a l with the amount of payment ntade for working cap i t a l 
with the amount of payment made for the losses we find 
tha t the amount of working cap i ta l i s s l i g h t l y higher than 
the amount of losses incurred, in this way a s i g n i f i c a n t 
por t ion of the ava i lab le resources remained unused in 
productive sense and used for the payment of losses* which 
indica tes an unhealthy sign and a question mark on t h e i r 
future. 
J & 3 
The table gives a very gloomy p ic tu re of the 
financial ana lys is of these en te rp r i ses . With so much 
investment and backing of the S ta te Government these cor-
porat ions have not been able to turn Into a p r o f i t earning 
organization and suffered heavy losses of Rs. 11249.81 lacs 
in 1989-90 to Rs. 22855.26 in during the period 1991-92. 
Such losses a re ind ica to r of the fact that the so i l was 
not ready for pub l ic enterpr ises in i t s t rue sense . 
The publ ic sec to r undertakings in the s t a t e provides 
employment to lacs of people. They provide both perman^t 
and temporary jobs to number of peoples in the S t a t e . Their 
employment generat ing capacity in the S ta te has s l lgh ly 
increased. The t o t a l labour employed by a l l the f i f ty 
undertakings were 248050 In the year 1988-89 which increa-
sed to only 252646, i , e , an increase of only 1,86% by 
1991-92 as given below; 
TABLE No, 5,6 
HJnoloyment 
Total Labours 
Permanent 
D a i l y "ages 
1 1988-89 
248050 
238712 
9338 
1 1989-90 
252637 
241757 
10880 
J 1990-91 
253152 
244547 
8605 
SOURCE: 'Prabandh'* A Quarter ly Journa l on 
1 1991-92 
252646 
244027 
8619 
Manageii'ent 
Oct, 1992, March 1993, p .49, 
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OPERATING RESULTS: 
Operat ing r e s u l t s of va r ious e n t e r p r i s e s in U.p , a r e 
no th ing but t h e i r c o n t r i b u t i o n made in the S t a t e ' s economy^ 
i . e . In S t a t e Domestic ProcSuct (SDP). These o p e r a t i n g r e s u l t s 
show as to how f a r these e n t e r p r i s e s have been a b l e to g e n e r a t e 
income and in turn have been succes s fu l i n t h e i r ope ra t i ons to 
have a p o s i t i v e Impact in t h e S t a t e ' s economy. 
The t a b l e No. 5 .7 shows t h a t t h e e n t e r p r i s e s , 
taken toge the r / genera ted income . to the tune of 
Rs. 322705.97 l a c s in 1988-89, which f u r t h e r increased 
to Rs, 465108.62 in 1991-92. But du r ing the course of t h e i r 
o p e r a t i o n s t h e s e e n t e r p r i s e s a l s o i n c u r o p e r a t i n g c o s t . The 
c o s t of o p e r a t i n g of these e n t e r p r i s e s was Rs, 279256,20 in 
1988-89 which i n c r e a s e to Rs. 408786.03 l a c s i n 1991-92. I f we 
deduc t t he t o t a l o n e r a t i n g c o s t o u t of the income generated of 
t h e s e e n t e r p r i s e s t h e r e s u l t i n g f i g u r e g ives us the gross p r o -
f i t . But gross p r o f i t does no t p l a y s i g n i f i c a n t r o l e because 
i t i nc ludes i n t e r e s t oaym^its on l o a n s , t ax paid on earnings 
e t c . e t c . I f we deduct t h e s e two heads from t h e gross p r o f i t 
the r e s u l t i n g f i g u r e shows n e g a t i v e p i c t u r e , which i s alarming 
from f i n a n c i a l p o i n t of view. 
I S O 
Tt>e total groE« prof i t earned by these enterprises In 
the year 1988-69 was Is. 43449.77 lacs which increased to lb;.56322.59 
lacs In 1991-92; i f we deduct interest payments made on loans 
the resulting figure gives net pro f i t s . Similarly# the total 
interest payments made on loans was Is. 54201*63 Xacs in 1988-89 
which increased to Rs. 67626.37 lacs i i f we deduct total interest 
payments on loans from the total gross prof i t the resulting figure 
gives us net pro f i t which i s negative in our table shown below. 
This negative f igure of the net profit i s by I t s e l f i s a said 
oonmentary which can hardly be Just i f ied in private sector. 
Instead of being benefited the oonvminity has burden of losses 
as i t has to pay for i t out of the past saving which i s not 
possible/ because i f we see the above table we find that the 
income and expenditure posit ion of the l a s t year i s also gloomy. 
I f we see the trend of the income and expenditure s t a t e -
ment of l a s t year i t i s noticed that the amount of losses 
incurred in the l a s t l a s t year has be^i increasing constantly. 
Management Ratio? 
The performance of any undertakings can be best Judged 
by their management. The management plays important role in 
the entrepreneurial f i e ld of any industry. I t i s the manage-
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ment which help g r e a t l y in ra is ing product ivi ty and production 
which in turn helps in reducing cost of production, and 
increasing p r o f i t which le used for further production. The 
management performance of any entrepreneur can be best known 
by Various management r a t i o s . 
The management of s t a t e undertaking i s l a rge ly in the 
hands of the s t a t e government. The to ta l amount invested in 
these enterpr ises was Rs. 808398.64 lacs in the year 1988-89 
out of this to ta l anount 65.07% was invested by the S ta te 
Gbvemmeit and 1.40% by the Central Government, and the r e s t 
was provided by other i n s t i t u t i o n s . However, the r a t i o of 
investment, on these undertakings between the Centre and s t a t e 
had increased in the year 1991-92. The to ta l amount invested 
in the year 1991-92 was of the order of R<^. 1167362,86, out of 
which 66.29% was provided by the S ta t e Government and 1,52% 
was provided by the Central Government, which i s s l i g h t l y 
higher than the year 1988-89. The to ta l cap i ta l efiployed In 
the year 1991-92 had increased to Rs. 806581.13 lacs which was 
8s. 622591,07 lacs in 1988-89. I f we deduct the to t a l i n t e r -
mediate products out of the to ta l product we get the net product 
which i s a lso called value added. The to ta l value added In 
1S3 
1988-89 was Rs. 151004.73 l aca , which increased to Rs. 181265.G5 
lacs in 1991-92. I t Indicates that In s p i t e of advers i t ies in 
economic and f inancial balance they have contributed to the 
economy. 
The above analysis of performance of the Public Sector 
undertakings of U,p. reveals that some of them are working on 
p ro f i t while others are suffering l o s s e s . Heice, the»e under^ 
takings in general a re a burden on the S t a t e ? - financial resources 
and every one has to pay his share by way of taxes to run these 
©i t e rp r i s e s . Apart from t h i s , we have to consider the advantages 
of these en te rpr i ses which are not p r imar i ly a p r o f i t earning 
but a change bearing vehic le . They a r e not only engaged in pro-
duct ion. Rather they are boosting production of a va r i e ty of 
goods in the field of production and helping the small uni ts 
by providing wherewithals for t he i r development. Not only they 
have employed a l a rge number of population but they are also 
creat ing i n d i r e c t opportuni t ies for employment and helped the 
masses in ra i s ing the i r well being boosting up indus t r i a l 
a c t i v i t i e s in f ie lds and areas not covered by p r iva t e ^ t r e -
preneurs . The s t ruc tu r a l changes in the economy of U.p. by 
way of savings and increase in income a r e not the d i r e c t r e su l t 
190 
of th« a c t i v i t i e s carried out by the Public sector and 
therefore they have not been covered during this study 
which covers the period ending with the declaration of 
New Economic Policy. 
In short i t can be concluded that the socio-economic 
and po l i t i ca l development of the State s t i l l needs public 
sector although in some selected field for achieving spec i -
f ic objectives and not in an unplanned way as i t has 
developed in the past . 
CHkPTER - V 
CONCLUSION & SUGGESTIONS 
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observationst 
The ana lys i s of growth of the publ ic s e c t o r in India 
in general and u t t a r Pradesh In i jart icular haa revealed that 
in the l a s t few years a huge investment has been made in 
publ ic enterpr i ses and a large number of cap i ta l goods indus-
t r i e s have been e s tab l i shed . The growth of the capi ta l goods 
indus tr i e s i s important in the sense that they work as growth 
centres around which further development takes p lace . The 
purpose of e s t a b l i s h i n g these indus tr ia l p o r j e c t s was to 
check the concentration of economic power, to make a thrust -
ful move towards rapid and d i v e r s i f i e d i n d u s t r i a l developm^it 
to take the country towards s e l f - s u f f i c i e n c y i n the industr ia l 
production and create surplus earnings for the further deve-
lopment of the s t a t e . After the attainment o f independesice, 
the in ter ference of the government was f e l t e s s e n t i a l because 
of many reasons. 
Publ ic s e c t o r investment was d irected towards i r r i g a -
t ion and power projec t s to overcome the food shortage. The 
Investment was a l s o made in the cap i ta l goods to acce lera te 
1 5 ) ^ 
the process of inf^ustr ial izat ion in the country. At the 
same time* the heavy indus t r ies of the publ ic sector* mini-
mized the concentration of wealth and income in a compara-
t ive ly few hands. The commercial and the manufacturing 
concerns of the government were a lso expected t» c rea te the 
surplus for the plan ou t lay . 
Further , the government decided to have the balanced 
economic growth, through the planned u t i l i z a t i o n of a v a i l -
able resourcess/ consequently the major ro l e of the s t a t e 
became i n e v i t a b l e . After independeice, India adopted the 
system of mixed economy, where the publ ic and p r i v a t e sectors 
work together. But the expansion of publ ic sec to r was 
emphasized in a l l the succeeding five year p l ans , and I t 
occupied pre-eminent pos i t ion in the i n d u s t r i a l f i e l d . Here 
the in ter ference of the government i s found almost In every 
sector and the number of publ ic undertakings constant ly 
multiplied s ince independence. But there can not be two 
opinions about the fact that t h e i r performance has not been 
uptD the mark. Gross domestic product (GDP) growth r a t e 
declined in 1990-91 alongwith "a steep decl ine" in the 
publ ic Sector savings , while the household and p r i v a t e 
I J i . J 
corporate e e c ^ r savings went up. So far as the achieve-
ment of socio-economic object ives of progressive reduction 
of soc ia l and economic d i s p a r i t i e s i s concerned the publ ic 
s ec to r has not been able to make much of a dent in the 
problems of poverty, unemployment/ i l l i t e r a c y and malnut r i -
t i on . The New Indus t r i a l Pol icy Statemoit admits frankly 
t h a t , "many of the public s ec to r enterpr ises have become a 
burden to the government. Par from being an engine of growth 
the public sec tor has become a drag on development in two 
ways. F i r s t l y , i t begins imposing an increasing burden on 
the budget for i t s investment needs, pr imari ly because of i t s 
f a i l u r e to generate adequate resources of i t s own. Secondly, 
due to overa l l ineff ic iency, the bas ic inputs that publ ic 
s ec to r enterpr ises produce, for example, s t e e l s , coal and 
power, have had to be priced high, thus escalat ing cost of 
production a l l along the l i n e , " I t i s c r i t i c i sed tha t the 
publ ic sec to r i s overstaffed, overfed and pamoered beyond 
be l i e f . I t has been a major cause of the de f i c i t s of Govern-
ment both a t the centre and a t the S ta t e l eve l . 
Performance evaluation of Public Sector in Uttar Pradesh: 
Public enterpr ises in u t t a r Pradesh too occupied a 
place of p r ide during the recent p a s t , with the i r p r o l i f e r a -
]U, 
tlon in expansion of publ ic sec tor a t a r a t e which i s 
unique and unpirecedented in the economic h i s to ry of the 
S t a t e . I t has s e t the pace of economic development in the 
r igh t d i r e c t i o n . The Indus t r i a l Policy Resolution assigned 
a key ro le for the pub l ic sec tor and reserved some core 
sectors for development only under th i s s ec to r . There are 
24 cent ra l publ ic en te rpr i ses in Uttar Pradesh, which were 
entered in the S t a t e ' s economy in February, 1955 with the 
establishment of Naini Indus t r i a l Estate by NSIC to provide 
in f r a s t ruc tu re f a c i l i t i e s to small sca le I n d u s t r i e ; o i l 
and na tura l Gas Ctommission came in to formation in 1955 and 
was converted l a t e r in to a s t a tu to ry body in October 1959, 
Thereafter, 2 un i t s in the f i f t i e s , 9 uni ts in s i x t i e s and 
9 uni ts between January 197o to October 1974 were es tabl i shed. 
During 1978, UPDPL and Picup were incorporated. High tension 
ceramic i n su l a to r factory of BHHL in Sultanpur was incorpora-
ted in February 1989. The conc^i trat ion of publ ic sec tor in 
some towns shows preferences of the government to develop 
these a r ea s . There a r e about 12 centra l pub l i c sec to r uni ts 
located in Kanpur, Allahabad and Lucknow alone. Mathura, 
Jhsna i , Gorakhpur and Rae Barel i e t c . , a re the o ther d i s t r i c t s 
19:, 
where the cen t ra l government has more un i t a . The backward 
d i s t r i c t s of the s t a t e have drawn the a t t en t i on of the 
Cfentre and so far e ight operating en te rpr i ses were e s t a -
blished in these a r eas , A number of p ro jec t s of crores of 
rupees a re about to be completed in the S t a t e . Hence# the 
Central Government paid i t s serious a t t e n t i o n to develop 
Uttar Pradesh through es tabl ish ing publ ic s ec to r u n i t s , 
/ p a r t from these central en te rpr i ses " the s t a t e 
enterpr ises In Ut tar Pradesh consisted of 50 Public Under-
takings by the end of December 1992, But now the s i t ua t i on 
has be©i changed and the number of publ ic s ec to r enterpr ises 
in the s t a t e has decreased continuously due to t h e i r un-
sa t i s f ac to ry performance. Present ly the 50 Oorporations 
a re working under the U.p, Government, These 50 enterpr ises 
were Incorporated under d i f ferent ca tegor ies i . e , 42 « i t e r -
p r i ses were incorporated under the Indian Oompanies Act 
1956, 4 enterpr ises I . e . Ut tar Pradesh S t a t e E l e c t r i c i t y 
Board, Uttar Pradesh S ta t e Road Transport Oorporation, Ut tar 
Pradesh Sta te Warehousing Oorporation and Ut tar Pradesh 
Financial Corporation was incorporated under Vis his ht Kendrlya 
Adhlnlyam (Special Central Act) and 3 en te rp r i ses I . e . # 
J 1)1 
Uttar Pradesh J a l Nigam, Ut ta r Pradesh Forest GDrporation 
and Ut tar Pradesh Avas Evam Vlkas Board were Incorporated 
under 'Special s t a t e Act'and Uttar Pradesh S ta te EXnployees' 
Welfare Corporation was Incorporated under Socie t ies Regis-
t r a t ion Act 1©60, 
These S t a t e Enterprises are mainly functioning in 
the area of developmental and promotional a c t i v i t i e s unlike 
the Central publ ic s ec to r uni^s which a re predominantly 
manufacturing and trading in nature . Central publ ic sec to r 
^ i t e r p r i s e s have he&n es tabl ished mostly in accordance with 
the i n d u s t r i a l po l i cy resolut ions of the Government of India, 
The publ ic sec tor in Uttar Pradesh has served ef fec-
t i v e l y , p a r t i c u l a r l y in the field of f inancial s e c t o r , 
se rv ice sec to r and construction sec to r . Public sec to r in 
Ut ta r Pradesh plays an Important ro le in providing fresh 
job oppor tuni t ies for both sk i l l ed and unskilled labourers . 
Further, by put t ing an addi t iona l investment in the back-
vard areas to bring them a t par with the developed ones, 
publ ic undertakings represent a landmark in the transforma-
tion of a predominantly rura l S t a t e in to an i n d u s t r i a l one. 
JH 
A proper analys is of the public s ec to r In order to 
find out the performance of the present f i f ty enterpr ises 
taking in to considera t ion , the data from 1988-89 to 1991-92, 
j u s t i f i e s a s h i f t in the economic pol icy of the s t a t e . 
As far as resources of these enterpr ises a r e concerned, 
they had paid up c a p i t a l which was contributed by the Central 
and s t a t e Government as well as some other resources , subsidy 
and term loans provided by the Central Government as well as 
s t a t e Government and by some other i n s t i t u t i o n s . These 
resources were u t i l i z e d in the form of permanent a s s e t s , i n t e r -
mediate a s s e t s , t o t a l investment in various forms, working 
capi ta l and fixed cost expenditure and also for the payment 
of losses incurred, Itotal expenditure on permanent a s se t s 
comprising net a s se t s and intermediate asse t s in the year 
1988-89 was Rs, 668418,18 out of which Rs. 445886,99 was spent 
on net asse t s and the r e s t was on intermediate a s s e t s . The 
f inancial audi t may r a t e them low but from soc ia l audi t po in t 
of view they a re the need of the day. 
In s p i t e of wave of l i be r a l i za t i on they have a p lace 
in the economy of the S t a t e and the country. 
].') 
In 1991-92 njany U.p. S ta te Enterprises have earned 
p r o f i t s . But the performance of the d i f f e ren t enterprises 
va r i e s . Some of them have earned p r o f i t s consis tent ly . 
Some have a decreasing r a t e of p r o f i t s and the p rof i t s of 
some other en te rp r i ses keep varying from year to year, as 
has been discussed in d e t a i l in chapter IV. 
New Strategy? 
The s t a t e Government has taken major steps in pol icy 
o r i e n t a t i o n s , new inc^ i t i ve s and creat ing new indus t r i a l 
cl imate. The s t r a t e g y adopted by the s t a t e Government was 
to Introduce new concessions such as exemption/deforment of 
s a l e Tax to new u n i t s , i nce i t i ve s to "Pres t ige" and "Pioneer" 
u n i t s , p r i o r i t i e s in the l icences and l e t t e r s of in ten t for 
indus t r ies in backward areas and 'zero Industry ' d i s t r i c t s 
and developing i n f r a s t r u c t u r a l f a c i l i t i e s to the requirements 
of Indus t r i a l growth. 
The new s t r a t egy a l so includes promotion of a t l e a s t 
one small sca le indust ry having an investment of more than 
Rs. 2 lakh in each development block of the s t a t e . This 
s t ep , taken for the f i r s t t ime, will help in the promotion 
1 !^  \ 
of new projects In i n d u s t r i a l l y backward areas in a planned 
manner. Organizational re - s t ruc tu r ing was being done for 
promotion of cot tage and household indus t r ies in ru ra l a r ea s . 
A scheme for providing self-employment to educatef3 unenployed 
people has also been launched in the s t a t e under which f inan-
c i a l a s s i s t ance to the extent of Rs. 25/000 wil l be given to 
each person. A large number of benef ic ia r ies are l i k e l y to 
be benefited under th is programme. 
Intensive effor ts a re being proposed for development 
of i n f r a s t ruc tu re mainly in the shape of i ndus t r i a l areas 
and e s t a t e s during Seventh Plan. I t was also expected that 
the Central Government's Plan to locate Export Processing 
zone for Northern India a t NOIDA vdll not only c rea te biggest 
cen t re for export production but a lso bu t t ress the e f for t s 
of S t a t e Government in creat ing in f ras t ruc tu ra l f a c i l i t i e s 
and a very l a rge investment. 
Although there i s a strong rhe to r i c in favour of 
p r i v a t i z a t i o n / but in r e a l i t y i t i s beooiidng increas ingly 
d i f f i c u l t to push through proposals of p r i v a t i z a t i o n . 
2( l ( ! 
The Government had to withdraw both the proposals of 
scooters India and the Ut tar Pradesh s t a t e Cement Oorpo-
ra t lon to be handed over to the p r i v a t e sec to r in view of 
the strong r e s i s t ence by the Trade Unions. Later on, 
the p r e s e i t U t t a r Pradesh Oovemment had decided to hand 
over the 5 s ick un i t s of the s t a t e Enterpr ises/ namely/ 
u . p . s t a t e Sugar Corporation Limited/ U.P. Text i le Obrpo-
ra t ion / U.P. Agro Indus t r ies Corporation, U.P. Fbod and 
Essent ia l Cbntiodities Cbrooration and U.P. Cement Corpora-
t ion to the p r i v a t e s e c t o r , and a lso assured tha t the 
employees of these Corporations wi l l not be overthrown/ 
they might be t ransferred from e a r l i e r to o ther Government 
d epa r tmen t s . 
I t means tha t r e s t of t he i r se rv ice Is guaranteed 
a t any cos t . Government has a lso made a pol icy tha t those 
Corporations which a re going in to losses of more than 10 
crores and have a l l e a s t ne t worth of Rs. 50 crores wi l l be 
shif ted to p r i v a t e sec to r . 
No doubt l i b e r a l i z a t i o n i s expected to bring a new 
wave of eoonomic s t r eng th to the country/ but i t has also 
i t s pa in s . We a re now talking less of the economic miracles 
of Japan, Korea, Thailand, Taiwan and o ther countr ies to 
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which India ha,s been looking with a degree of envy and 
awe. In r a i s i ng foreign capi ta l and pu t t ing i t to good 
use* India d e s p i t e the many weaknesses of in f ras t ruc tu re / 
told the world tha t i t tes the a b i l i t y to be a t l e a s t as 
good as many o t h e r s . But India got l o s t in finding out 
how this resurgence could merge with the hard r e a l i t i e s of 
l i f e in the country. The admiration for l i b e r a l i z a t i o n i s 
so widespread in cer ta in s t r a t a that th is country almost 
foregot t h a t i t was so poor that whatever teppened i t would 
take years before the poorest could be reached. 
True/ economic resurgence was to provide more t e l e -
vision s e tS / motor oars and washing machines for use within 
the country as well a s . If poss ib le / for export . This i s 
the promised miracle of l i b e r a l i z a t i o n . But does not count 
how many more jobs would i t c rea te to help the people who 
have now hardly anything to ea t . We feel proud a t the 
s ight of foreign i n d u s t r i a l i s t s coming to find ways of 
Investing in Ind ia . But forget that l i f e I s get t ing harsher 
for the poor , jobs are not there for a l l . And whatever i s 
l e f t for them i s in fact shrinking because subsidies are 
get t ing reduced. The pr ices of rationed items and wheat 
2 l i : 
are rising and so also sugar. Buying clothes Is getting 
d i f f icu l t . Medicines are getting cos t l ier . The foreign 
investors can not rel ieve the di f f icul t ies of the poor* 
they have their own objectives to capture the Indian mar-
ket in a l l respect through l iberal izat ion. I t may be a 
planning for the glorious future/ but poverty has to be 
tackled now. Therefore i t i s necessary to give the New 
Economic Policy a human face. 
Main Factors responsible for the Deficiencies of thjs 
Public Sector: 
A switch over to recent free market economy needs 
a thorough understanding of the factors responsible for the 
deficiencies of the Public Sector Undertakings. As far as 
the reasons for their poor performance are concerned, fac-
tual information available clear ly indicates the rising 
trend of the cost of production in these undertakings. 
Public sector tes also suffered due to the wrong planning 
at the preliminary stages. 
Inadequate attention a t the planning stage led to 
the prolongation of the execution of projects . Again, due 
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to the unsui table assessment of demand ana ly s i s , few 
undertakings have u t i l i zed the i r i n s t a l l ed capaci ty . At 
the same time/ improper market s t r a t egy for production 
leads to the heavy accumulation of inven to r ies . 
Overstaffed and overtime payment tea been found 
almost in every pro jec t of public sec to r which raised the 
cost of labour p e r un i t of production. 
Jobs and Job secur i ty has been the dominant consi-
derat ion a t the cost of efficiency and conpet i t iveness . The 
government has demonstrated i t s i n a b i l i t y to be a good owner 
of en te rpr i se by frequent Interference in the day to day 
opera t ions , not appointing top executives in time, s e t t i ng 
mult iple and contradic tory objec t ives , and not demanding as 
a primary ob jec t ives - performance through p r o f i t a b i l i t y and 
product iv i ty . 
Further , there i s no cont inui ty a t the top manage-
meit l e v e l . I t has been r i gh t ly commented tha t the most 
public sec to r en te rpr i ses are "headless bodies ," 
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As a r e s u l t of adminis t ra t ive and managerial 
de f i c i enc i e s , the cost per un i t of production i s unsubstan-
t i a l l y high/ while revenue earnings of some of the public 
sec to r operations a r e low due to t h e i r p r ic ing pol icy. 
Defective se lec t ion of managerial s t a f f has created a gap 
of sk i l l ed and trained roanagem^it. Wrong planning of pro-
j e c t s has led to delay in the completion of p r o j e c t ' s target 
schedule. Lack of material managemoit and inadequate a t t e n -
t ion on the demand analysis cause heavy stocking of raw-
mater ials and finished products . Apart from the defective 
personnel management, overs taf f ing and indus t r i a l d isputes , 
publ ic sec tor in India tes a lso been a victim of p o l i t i c s / 
many decis ions a re taken under undue p o l i t i c a l pressures . 
The p r iva t e sec tor in general does not suffer from 
these de f i c i enc ie s . But i t does not mean that the public 
sec tor has l o s t i t s u t i l i t y in the country - though one 
thing i s c lear t t e t publ ic s e c t o r can no longer be treated 
as a "holy cow," 
Suggestions: 
The New Indus t r i a l Policy has made only half-hearted 
atter[?)ts to address i t s e l f to some of the chronic problems 
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mentioned above. I t aims a t (1) Distr ibut ing 20 pe rc^ i t of 
the Government's share-holding in some of the publ ic sector 
i n s t i t u t i o n s , general publ ic and the workers. (2) Referring 
chronical ly s ick publ ic s e c t o r units to the Board for Finan-
cing and Indus t r i a l Reconstruction for the formulation of a 
revival scheme. But the po in t that seems to have been missed 
i s t t e t no indus t ry should be allowed to become s ick . Imme-
d i a t e measures must be i n i t i a t e d in order to Inprove the 
performance of the publ ic s ec to r . 
The need of a na t iona l pr icing pol icy of the public 
enterpr ises a r i s e s from the fact that many of the concerns 
a re key Indust r ies and a r e eigaggd in the production of goods 
and services which are bas ic needs to the l i f e of the commu-
n i t y . At the same time se l f - f inancing of the en t e rp r i s e i s 
a desired motive, so surplus from them i s necessary. Govern-
ment now looks a t the pub l ic enterpr ises as the c r ea to r of 
new wealth and expects them to yield resources for financing 
the five year p lans . Again, i f the pr ices of the products 
of a public en terpr i ses a r e kept a r t i f i c i a l l y low I t might 
lead to a less careful and l e s s economical u t i l i z a t i o n of 
i t s products . 
'di)l, 
Fo^ the above d i f fe ren t motives, unlfoim se t 
of p r inc ip le s can not be applied to a l l classes of 
publ ic en t e rp r i s e s . 
The p r ic ing po l i cy in respect of any public 
en te rpr i se depends upon i t s productive functions, i . e . 
whether i t i s a publ ic u t i l i t y or an industry producing 
basic goods. The enterpr i ses should pay the i r wages and 
should not run in to l o s s e s . In the case of public u t i l i -
t i es and s e r v i c e s , grea t s t r e s s should be la id on output 
ra ther than on p r o f i t s , the former being extended up bo a 
level a t which marginal cost i s equal to the p r i c e . 
An e f f i c i e n t management which has t i gh t g r ip over 
a l l departments and aspects of other undertakings, can 
secure economics of a s ign i f i can t order in the i npu t s , 
obtaining them a t a nominal p r i c e and using them economi-
ca l ly dispensing with avoidable wastes and overhead and 
d i s t r i bu t ion c o s t s . Unless the management boards a re 
equipped with s u i t a b l e persons , the s t a t e of a f f a i r s in 
the public s ec to r cannot improve. I t should be the prime 
concern of the government to s e l ec t the best men ava i l ab le 
for the jobs . 
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The methode of se lec t ion of the top executives 
in the undertakings should be changed. In place of 
re t i red o r sen ior c i v i l se rvants , dynamic and trained 
managers should be employed. Preference should also be 
given to the personnel working within the undertakings, 
i f they have acquired the necessary qua l i f i ca t ion . The 
Bureau of Public Enterprises should a lso p lay I t s role 
in the se lec t ion of top executives for publ ic undertakings. 
In order to deal with the problems of planning, 
proper a t t en t ion should be given on mater ia l management, 
f inancial management and assessment of labour requirements, 
Location of the project ion should be selected by 
making a conprehenslve study of the s i t e , so t t e t the 
raw-materials and the sk i l l ed labour I s e a s i l y ava i l ab le . 
An ln5>ortant factor involved in the planning for the 
public sec to r p ro jec t s i s related to the demand analysis 
of the finished products . 
A publ ic en t e rp r i s e should a l so careful ly review 
the trend of the products in the market. I t must i n t e -
grate the market thinkings of a l l s ec t ions . 
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So .far as the f inancia l management i s concerned, 
the f inancial d i r ec to r should attempt his bes t to keep 
the operation away from the f inancial c r i s i s . He should 
determine the f inancial resources required to meet the 
company's operating programmes. He should be ab le to 
assess that how much of these requirements should be met 
by in te rna l generation of funds, by the company and how 
much by the external resources . He should develop the 
best plans to obtain the external funds needed for the 
operat ion. The pro jec t should be free to draw a cer ta in 
amount of the working c a p i t a l from any f inancia l I n s t i t u -
tion for i t s running expenditure. 
Now to sum up, with a minimum government presence 
leading to emergence of autonomous leadersh ip , b e t t e r 
management of resources and increase in p roduc t iv i ty and 
emergence of a new, dynamic j o i n t sec tor can r e a l l y change 
the face of the publ ic s ec to r in the country. 
The s to ry of publ ic sec tor i s a mixed one with 
concrete achievements in cer ta in d i rec t ions and ser ious 
sho r t f a l l s in cer ta in a r e a s . In a mixed economy, the 
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performance of publ ic sec to r uni ts should not be Judgecl 
in i s o l a t i o n . I t has to be done in the overal l context 
of the Indian economy. As public sector expanded in 
India , i t tes contributed to the simultaneous development 
of heavy, l i g h t and small indus t r ies in the p r iva te sec tor , 
AS the bulk of the oubl ic sec tor output i s l i ke ly to 
consis t of cap i t a l and intermediary goods, i t i s qui te 
conceivable tha t an improvement in this segment of manu-
facturing could have a lso contributed pos i t i ve ly , increa-
sing the growth of p r iva t e sector through the well known 
linkages between publ ic and p r iva te s e c t o r s . The publ ic 
sec tor in India has made buge investments in building 
inf ras t ruc tures l i k e t ranspor t , power and communications, 
in f ras t ruc tures within th i s p r iva te sec tor indus t r ies 
are acce le ra t ing . 
The p r i c e po l icy of publ ic sec tor uni t s in in f ra -
s t ruc tu ra l i ndus t r i e s i s mainly an administered p r i ce 
policy governed by normative pr inc ip les of public finance. 
They produce output that i s often not t rade i n t e r n a t i o -
na l ly . These indus t r i e s a r e often characterized by sca le 
economics, network e x t e r n a l i t i e s and long gestat ion lags 
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in Investment. In power and t ranspor t sec to r there i s 
a l a rge element of subsidy in t h e i r p r ic ing p o l i c i e s . 
In a country where 74 per cent of the population l ives 
in v i l l a g e s / the in f ras t ruc tu ra l services have to be 
provided to rural masses a t subsidies p r i c e s . 
The trend in employment generation in the public 
s ec to r has been impressive desp i t e f luc tua t ions . Between 
1970 and 1991, the annual r a t e of growth in employment 
was 2,9 pe r cent in public s ec to r as aga ins t 0,7 per cent 
in p r i v a t e sec tor . 
The New Indus t r i a l Policy of 1991 provided for 
disinvestment in the public sec to r . Under th i s po l icy 
equi ty cap i t a l of public enterpr ises wi l l be sold to 
mutual funds, general public and f inancial i n s t i t u t i o n s . 
During the f i r s t phase of disinvestment in December 1991 
bids were received from nine p a r t i e s t o t a l l i n g Rs. 1427 
c ro re . In the second phase in February 1992 bids were 
received from nineteen pa r t i e s t o t a l l i n g Rs. 1611 c rores . 
The t o t a l shares dlsinvested during 1991-92 amount to 
8 per cent of the to ta l Government share holding in 31 
z \ \ 
public sec tor e n t e r p r i s e s . For the year 1992-93 a 
target of Rs. 3^500 crore of disinvestment was s e t . During 
the f i r s t phase in October 1992* the bids were received 
for Rs. 682 c ro re . In the second phase in December 1992 
bids were received from twelve public s ec to r enterprises 
amounting to Rs, 1184 c rore . 
The present po l i cy of the Government i s to use 
these s a l e proceeds for cut t ing down the current budgetary 
d e f i c i t s . In I n d i a ' s mixed economy the cardinal p r inc ip le 
of labour po l icy i s to promote labour pa r t i c ipa t i on in 
management. Therefore/ another healthy trend could be 
the a l loca t ion of equi ty of public en te rpr i ses to workers 
in publ ic en te rp r i se s . 
These a l t e r n a t i v e means of disinvestment are 
suggested in order to guard against the monopoly acqii isi-
t ion of shares of publ ic enterpr ises ( e spec ia l ly high 
p ro f i t earning en te rpr i ses ) by vested i n t e r e s t . Such 
fear i s not unfounded a f t e r the recent s ecu r i t y scam and 
i t s aftermath. 
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Today there are over one thousand publ ic en t e r -
p r i se s about Seven hundred o r which a re owned by the 
s t a t e s and the r e s t in the cent ra l sec to r . The p r o f i t s 
of p r o f i t making cent ra l publ ic enterpr ises went up 
from Rs. 1293 crores in 1981-82 to Rs. 6149 in 1991-92. 
At the same time# the losses of loss making uni ts a lso 
increased from Rs, 848 crore to Rs, 3674 crore over the 
same per iod . The gross margin of public en terpr i ses as 
a percent of cap i ta l employed was 11.69 per cent in 
1991-92. In th i s connection the Union Budget s ince 1991 
has reduced the budgetary support to public en te rpr i ses 
so tha t they do not increase the burden on the scarce 
budgetary resource . 
Management of publ ic enterpr ises i s in the hands 
of the Government o f f i c i a l s . 
In a mixed economy l i k e India , the publ ic sec tors 
have to p lay a complementary ro le and provide the nece-
ssary support for p r iva te sec tor production. The process 
of l i b e r a l i z a t i o n in India should proceed with caution 
and f a r - s i g h t . There should be no dogmatism in choosing 
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out development po l icy or sudden s h i f t from one extreme 
to another extreme ideological pos i t ion . The problems 
of peres t ro ika in Russia should not be repeated in the 
case of Indian peres t ro ika . 
Never mind what the Indus t r i a l Pol icy of June 
1991 proclaims about g rea te r re l iance on p r i v a t e sec tor 
i n i t i a t i v e / on foreign investment and on the increasing 
need for exposing Indian economy to g loba l iza t ion . All 
th i s does not mean down grading Indian public sector in 
any sense. In a l l these cases government has been carry-
ing on the en terpr i ses by meeting t h e i r cash losses through 
huge budgetary support for year, together. 
Had these resources been spent on other i ndus t r i a l 
un i t s with proper in jec t ion of funds, the same uni t s could 
have become performing a s s e t s . Or they could have been 
invested in other p r i o r i t y areas of public action such as 
population cont ro l , maintaining v i t a l i n f r a s t ruc tu re , p ro -
moting l i t e r a r y and elementary education, and providing 
drinking water to v i l l ages which, a t present , do not have 
access to drinking water. Al te rna t ive ly , had these 
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resources been spent on se t t ing up new ventures in 
sunr ise i n d u s t r i e s , even that would have contributed 
b e t t e r to nat ional development. 
The fact remains that even a f t e r 26 months 
s ince the general programme on deregulat ion of govern-
ment functions s t a r t e d , nothing worthwhile has been done 
in reducing the bureaucrat ic s t ranglehold of the minis-
t r i e s over the publ ic sec to r en t e rp r i s e s . In te res t ing ly / 
the MoU was supposed to be an instrument for protect ing 
enterpr i ses from day-to-day bureaucrat ic de lay , but in 
r e a l i t y th i s exercise i s seemingly working in the opposit 
d i r e c t i o n . The MoU has become pre tex t for a new system 
of vexatious bureaucrat ic cont ro l s . 
Government can t ransfer these undertakings on an 
'as i s where i s ' basis with a l l the a s se t s and l i a b i l i t i e s , 
subject to an undertaking on the Sr i Lanka model within 
the f i r s t two years . In the worst scenario government 
could take over the respons ib i l i ty of paying the s a l a r y 
of a l l those found redundant t i l l t h e i r superannuation 
from out of the National Renewal Fund, Regarding the 
enterpr ises which are run in comoetition with p r i v a t e 
2i:. 
sec tor p a r t i e s , the same procedure can be followed, i t 
i s reasonably ce r ta in that there will be enough takers 
from amongst p r i v a t e inves to rs . Once this i s pushed 
through/ government wi l l be relieved of the subs tan t ia l 
burden of budgetary support and subs id ies . This leaves 
us only with the monopolistic enterpr ises and the govern-
ment concerns run as publ ic u t i l i t i e s . 
For the present those which a re monopolies should, 
by and l a r g e , be kept under public con t ro l , but there 
should be no object ion to s e t t i ng off 49 per cent of the 
shares to p r i v a t e i nves to r s , thereby r e a l i s i n g huge funds. 
As regards u t i l i t i e s , while there i s every reason to 
p r i v a t i s e en te rpr i ses in the field of urban t ranspor ta t ion 
telecommunication and the l i k e , and there i s g rea t scope 
for p r i v a t i s i n g e l e c t r i c i t y generation and transmission, 
we cannot think in terms of ou t r igh t p r i v a t i z a t i o n in 
these areas in the near future. 
The major challenges for the publ ic s ec to r en te r -
p r i s e s during the '908 and afterwards wil l cons i s t i n : 
1) Getting accustomed to loss of budgetary support 
and loss of specia l p r iv i leges such as purchase 
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, preferences and p r i c e preferences for purchase 
by the government o r o ther publ ic sector unc3er-
takings; 
2) Restructuring and reforming the capi ta l base 
Involving converting huge loan amounts in to 
equity and disinvestment of government share-
holding to publ ic share holders and access to 
cap i ta l market; 
3) Managing competition from both domestic compe-
t i t o r s and foreign competitors; 
4) Taking advantage of the ongoing g lobal iza t ion 
process in sourcing raw mater ials from over-
seas a t cheaper pr ices^ in gaining to cheaper 
offshore funds and building up an export base; 
5) cu t t ing down and cont ro l l ing costs a t every 
l eve l ; 
6) Building up an overa l l cu l tu re of p roduc t iv i ty 
and productive ef f ic iency in the whole o rgan i -
zat ion; 
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7) Identifying redundant manpower and appro-
p r i a t e l y dealing with i t through means such 
as r e t r a in ing redeployment/ encouraging se l f -
employment and providing handsome termination 
packages through nat ional renewal fund/ e t c ; 
8) Changing over from the psychosis of d i s t r i -
bution of products to vigorous and aggressive 
s e l l i n g and marketing involving consumer s a t i s -
fact ion and a f t e r s a l e serv ices ; 
9) Giving due a t t en t ion to the conditions on the 
shop-floor and production system, upgrading 
technology, wherever necessary, ensuring proper 
working condi t ions , giving adequate incent ives 
and ensuring adequate qua l i ty control and 
oroduc t iv l ty ; and above a l l ; 
10) Managing changes as a co l l ec t ive e f fo r t 
involving management, trade union and the 
government. 
In conclusion, publ ic sec to r managers should not 
regard the 1991 i n d u s t r i a l po l icy as a cons t r a in t , but 
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as an opportuni ty to j u s t i f y themselves by demonstreting 
the i r a b i l i t y for growth, d i v e r s i f i c a t i o n , entrepreneur-
sh ip , q u a l i t y control and export capab i l i ty in competition 
with overseas competitors, 
Eltpirical evidence about the functioning of the 
publ ic and p r iva t e sector reveals that i t would be i n -
cor rec t to think that the working of the p r i v a t e sector 
i s d e f i n i t e l y superior to that of the publ ic sec to r . The 
s t a rk r e a l i t y i s that in India 2.42 lakh un i t s were sick 
in the p r i v a t e sec tor by the end of December 1988, out of 
which 2.40 lakhs were in the Small Scale Sector . The 
to t a l bank c red i t locked in these uni t s was Rs. 7,7o5 c ro res . 
I n c i d e n t a l l y , i t may be pointed out that in December 1980, 
the t o t a l number of s ick units was only 24,550 in which a 
t o t a l bank c red i t of Rs, 1,826 crores was locked up. 
Obviously, both in r e l a t i v e and absolute terms, there i s 
growth of i n d u s t r i a l sickness in the p r iva te sec to r . 
This sickness i s not confined to small sca le 
s ec to r a lone , but even 1,700 l a rge uni ts with a bank c red i t 
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of Rs. 1 crr>,re and above/ were found to be sick, ffpong 
the industries in which sickness prevailed, were enginee-
ring/ iron and s t e e l / cotton t e x t i l e s / chemicals/ sugar/ 
Jute t e x t i l e s / rubber/ cement/ paper and e l ec tr ica l 
machinery. I t would be prudent for the Government not 
to present the public sector as the index of inefficiency 
and the private sector as the epitome of eff iciency. 
I t i s generally believed that public sector i s 
credited with the social welfare function. A large number 
of persons working in the public sector enjoy better pay 
sca les / better perks / more in the form of leave and retire-
ment benefits . As against i t / the private sector has the 
image of exploitat ive eff ic iency. Very few firms in the 
private sector provide better working conditions/ assured 
and reasonable pay scales retirement benef i ts . The two 
sectors / therefore/ by their very nature suffer from 
different kinds of weaknesses. The private sector needs 
to be made more humane and the public sector which i s 
humane has to be made more e f f i c i en t . 
A3 against the Industrial Policy of 1956 in which 
the role of public sector was sought to be enlarged, the 
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Indu t r i a l Policy of 1991, proposes to l i m i t the public 
sector to in f ra s t ruc tu re and defence and open more and more 
areas to p r i va t e s ec to r . Besides t h i s , a more congenial 
environment i s being provided for d i r e c t foreign investment. 
In shor t Public Sector tixjugh deprived of i t s 
dominant ro le has s t i l l to p lay an important ro le both a t 
the Central as well as a t the S ta t e level« i f the economic 
development has to have a human face* p a r t i c u l a r l y in the 
Indian context; hence revanping of the system and stream-
l in ing of i t s functioning needs ser ious a t t e n t i o n . 
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